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MOTES «EGA«PIWC 


WOMSEMIW; 


llila Dafamd Joint Appendix ia nunborad pagta 1 to 1419. During 
tha couraa of tha aaaanbling of tha Appendix, tba following pagaa ware 
inaartad and aaaignad idantifping lattarai 

Mo. of Pagaa 
Inaartad 


1S9»A through 159-D 4 

531-A 1 

560- A 1 

561- A 1 

942*A through 942-M 13 

1039-A through 1039-0 15 

1039-AA through 1039-<)q 17 

1180-A and ■ _2 

54 

Page nunbera appear in hlnck cppn the lounr right-hand aide of each page. 


For tha rnnuaalancn nf tha Conxt* ■ofenn hnae bean inaartad indicating 
certain itana Hfarnd ta ia tha taBattanlj preceding text in tha 
Appendix nay be fona« a l aiaha aa ia the Mlpaatia to avoid duplication. Where 
^•^“•®rtpt pagaa vaidi aat aapaadnee legibly* th e y have bean retyped and 
carry a note at tha bmaa af Cha paga la t yped for Clarity." Soaa docinwnta 
have alao baaa vatypo4 ia erOar to radnoa their aiaa ta 8 1/2" x 11" «>4 
othara have baaa r adaead fraa tha origiaala ta • 1 / 1 * a 11" by photo re¬ 
duction. 



SFECIPIC MOTES 


Where naterlal in tha record haa bean reduced for the aaka of brevity 
and conaarvatlon of apace, appropriate notea appear. 

SPECIAL MOTES aeeaa»»p«p 
DOCUMEMTS 127, 128. 134. 135 mi 135A 

TVo affidavita aignad by Pradariek Tilaay dated April 17, 1972 were 
aubnittad. One waa in tha back of Cadwalaiar, Vickerahaa 4 Taft (appendix 
pagaa 942-A through 942-M, Docuoant #127). Ihn other affidavit (Docunent 
1128) aubnittad pro aa ia included in tha AppMiix on pagaa 931 through 942. 

Both of tha affidavita of April 17, 1972 had nttachad coMon 
axfaibita, A through D, which are included in tha Appendix on pagaa 943 
through 1017. 

Exhlbita E and P (Docuaanta #137 and #164) to tha pro aa affidavit 
(Docunent #128) appear in chronological order on Appendix pagaa 120 and 
107, raapactlvaly. 


lx 




Both of tboM oxhlblcs wore also attaehad to an affidavit of 
Fradarlck Tllnay datad May 10, 1972, fllad by Cadwalader, 

Wlekarahaa ft Taft (DoctaMnt #137) and apaelflc notaa ragardlng 
than appaar on paga 1118 of tha Appandlx. 

Subaaquant to tha filing of tha two affldavlta algnad by Fradarlck 
niMy datad April 17, 1972 and following a baarlng bafora tha 
Court on April 19, 1972, dofandant>appallaat*o eounaal, Taranea F. 
Cllhaany, Caq., pnrauant to a raquaat at tha haarlng of April 19, 
1972, fllad affldavlta of John J. Klagar, Vlca Proaldant of tha Long 
Inland National Bank, and Waltar J. Carroll, Eaq., coonaal for tha 
Long laland National Bank, aa wall aa a algnad and eorraetad affi¬ 
davit of Thonaa Balllnghan, fomar Proaldant and Dlractor of tha 
Hatlnacock Bank. Thaoa thraa affldavlta ara parta of tha racord 
aa Docunanta 135A, 135 and 134, raapactlvnly. 


EXHIBIT 

Eahlblt 1 la Ineludad with thla Appondlx. Tha Exhibit la 
Exhibit A to tha affidavit of Fradarlck Tllnay In Support of an 
Application for a Nahaarlng datad March 16, 1974 (Docuaant #161A). 

Tha Exhibit la bali« oubnlttad In four coplaa to tha Court purauant 
to Rttla 30(aT. Tha Exhibit eonalata of 84 pagoo of nlnaographad 
notarial 8 1/2" x 14" which wara attadiad to tha affidavit and to 
confom to tha mlaa tha pagaa hava baan foldod ovar ao aa to ba 
8 1/2" X 11" with tha nunbara wrlttan on tha tumad ovar adga of 
aach paga for convnnlanca of tha Couft. 

Tha Exhibit, antltlad "Tina Analyala of Baoalvara and 
Itetalnaro on Final Appllcatlona In tha Eacalvnrohlp of Tllnay ft 
Conpany md Fradarldi Tllnay", covara tha actlvltlaa of tha racalvar, 
tha ax-racalvar and thalr ratalnora aa a group on aach day for which 
tlno waa racordad In thalr raapactlva appllcatlona for all«rancaa 
fron Dacanbar 17, 1967 to Dacahbar 31, 1972. Tha Exhibit braaks down 
tha tina on a collactlva dally baaia into aavan parlodo. 
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UHITBO STATES blSTRlCt CWM 
MWHEiai OXSTUCf OP KBJ VOIUi 


SKOKITZES AM) EXCIANOS OOCMlSSIon : 

Plainclff, t 

num « CCMPANT ! 

wswoiCK Tiunr | 

DcfanSanta. t 


^ ^ Civil Action 
Ptl« No. 


OOMPMTNT 



U ruimtui Bmeatitu* wd techm#. Conadg.ion 
("OowlMioB'*) btrlQ^ tbl. «.tioo to Oi^ola Mts Old pr«c- 
tioM in ^ ^ 

•tf A*. nkNit to oogilg. «d nhloh «nd wiU oongtl- 

tttto vlfUMaw of Motion i5<c)(3) oi^tbm Soeorltloo Csctum^o 
Act of (•‘tw4»«,g. icf), 15 O.S.C. 78o<0)(3) ond Jtal. 17 
CPt *40,Uc3-l pt«a«ntod thoroundor. Iho dof^rf^to, unleo. 

o^Jplaod, OIU oootlnu. to 00505 . m ouoh ooto ond proctlca. 

*• Bw OMoiooicn brinfio thlo actioa parsuont to 
•tttljority confoCTod bgr Soetion 2l(o) of tho Exchongo Act, 

15 U.S.C, 7io(o)., » , 

Jt^odietioi of thM octlon undos 


» 78.0. 

.An CojailooioA, purouont to tho authority contained 
• to Mdtl.no 15{«)t3) ^ »(.) of th.-'Bxchons. Act. 15 u.S.c. 




’ ‘ -4 . *■ '/' ,. ■' -- 

■ ''’***■■ ■-' ■'''„ **» '' ' 

•i ' ' 'K^’'|8 ©<o)(S) nd ?•«(«>• bM Tft*»nO>*A Dil* 17 CFR 240.ISe3-l 

t •> • '"*' ■' ‘ '' . ''- 

1, V ^ oibt CdpltiO. Jkil*'*}, ubiob !• BOW in •£f«ec and ac all 

»' Ja* ' 

V;:iv Ubm banlnaCtar MttCionod baa baan in affaet. 

' t? ' ■ ■' V- 

W ^s ' 5* brtW^ai* «lni 9 b OcBi>a«jy la a partnarahlp with 

i : daCandant rradarldk Tllnagp tha only s*naral partnar and 


*' Bacoelv TUaV* bta «l£a, tha only llaltad partnar. Dalond- 
V awt TUbV * CqmMttf baa ita principal place of boainaaa at 


Mt y 4 Oaapangr baa ita principal, place or mtainaas ac 
Oaa VaU Scraat, Kaw York. Ma York. Defendant Tllnoy <> 
Oc^ai^ ia ratiacamd with iha Cocnlaalon purauant to the 
provialona of SaetiOD lS(b) of <ha Exchange Act, 15 U.S.C. 
78o(b) aa a broker and dealer In aacurltlaa and baa been 
ainea 1936, 

d. IMEandaot rradarlek Tllney raaidaa at Center 

laUBMl, pyaear Mab Yo^. 

7. A oMplnint waa iHad on Auguat 18, 1967, againat 
dafandanta Yiliiay d Coapany aod Predariek Tllnay, In tha 
stataa Diatriet Court for tha Southern Diatrlct of 
IMw York (67 Civil AotioB, Pile ho. 3153), aeaklng to enjoin 
thn dafandanta Tllnay fc Coopany and predariek Titnay Iron 

vlolationa of Section 17(a) of tha Bxchonge Act, 15 
O.S.C. 78<j(a) and Rulea 17 CF» 2A0.17a-3 and 17 CFR 240.X7a-5 
tharoundar and to eoapal dafandanta Tllney & Coeipeny ax>d 
Pradorlek^lnay to file a report of financial con'^ltlon as 
raqulrad by Rule 17 CFR 2A0.17a-5. 





8. On Au«u«t 18, 1967, a CooaanC Raatraln- 

Ing Ordar waa encorad by this Court againat dafandants Tllnay 
8 Company and Pradarlek Tilnay anJolnlng,tlMa froa tlie viola- 
Clona aac forth in paragraph 7 haraof cogatbar with a prohibi¬ 
tion, againat tha tranafar of any of tha asaata of dafendcnta 
Tilnpy & Company and Pradariok Tilnay. 

9. On August 31, 1967, a Conaant Judpiant of prelimi¬ 
nary Xi^anetlon anjoinlng tha violations sat forth in paragraph 
7 harain and an order of prohibition against the transfer of 

• aaaats of dafendants Tilnay & Company and Frederick Tilney 
nas entered by this Court. 

10. On September 29, 1967, this Court entered a Consent 
Judgment of Pormanent Injunction enjoining the violations set 
forth in paragraph 7 hereof and compelling the defendants 
Tilney & Coispany and Frederick Tilney to file a certified re¬ 
port of financial condition of Tlltwor & Company by October 6. 
1967. The aforesaid decree Included an order of prohibition 
•*ninst the transfer of assets of defendants Tilney & Csnpany 
•nd Frederick Tilnay. The prohibition against the transfer 
of assets of defendants Tilney & Company and Frederick Tilney 
has bean extended successively and will be in effect until 
midnight Daccuber 4, 1967. 

ll. During the period from at least October 31, 1966 
to the date of the entry of the Tempotrry Restraining Order re¬ 
ferred to in paragraph 8 hereof, the defendant Tilney & Company 
had been a broker and dealer In securities engaged In the 
business of effecting transactions for die accounts of others 





and for ita own accounts and during this period had been 
■nklng use of the aMlls and neens and Instri'nentallClcs of 
Interstate ccanercc to effect transactions in and to Induce 
the ourchase and sale of securities (other tlum exempted secu¬ 
rities, coBJMrcial papers, bankers* acceptances or coonerciaL 
bills) otherwise than on a national securities exchenec. 

12. Since at least August 9, 1967 the defendant Tilncy 
4 Coopahy has, aided and abetted by defendant Frederick Tilney, 
penitted and- is now pemitting its aggregate indebtedness to 
ell other persons to exceed two thousand (2,000) per centum 
of its net capital in contravention of the Net Capital Rule 
proeulgated under the Exchange Act. Specifically, as of August 
9, 1967 the defendant Tilney & Company required $646,303.99 
additional capital in order to be in caepliance %fith said 


13. Since August 9, 1967, the defendants Tilncy & 
Company and Frederick Tilney have been successful in obtaining 
written releases from the Tinker National Bank and the Franklin 
National Bank, dated November 1, 1967 and November 9, 1967 re¬ 
spectively, purporting to absolve defendant Tilncy & Company 
from any liability with respect to certain repurchase sgrcc- 
sesnts entered into between defendant Tilncy & Company and the 

said two bonks. As of August 9, 1967, these repurchase agrcc- 

* 

stents represented a liability to defendant Tilncy & Company of 
$398,631.00. Uith the withdrawal of the $398,651.00 liability 


I 




(representing the liability on the repurchase agreements) from 
the August 9, 1967 conputatlon, the defendant Tiluey & Co.npan» 
required $247,657.99 additional capital,in order to be in com¬ 
pliance with the Net Capital Rule. 

^ 14. Since at least August 9, 1967 the defendant Tilney 

4 Coitpany has permitted and is ntrr permitting its adjusted net 
to be less than the minimum $5,000 required under the 
Net Capital Rule under the Exchange Act. 

NHEBEEORE, plaintiff reppeeffully demands: 

X. A preliminary ii<)unctlon and a permanent injunction 
enjoining defendants Tiln^ & Company and Frederick Tilney, 
tifclr officers, successors, principals, agents, servants, em¬ 
ployees, attorneys aud tliosc persons In active concert or 
participation with then, and each of them, from directly or 
rectiy making use of the sialls or of any sMans or instru¬ 
mentality of interstate ccnnerce %ihile Tilney & Company is a 
broker or dealer in securiticr, to effect any transaction in 
or to induce or attempt to induce the purchase or sale of a 
security (other than an exempted security or eonmercial paper, 
bankers* acceptances or ccmmcrcial bills) otherwise than on a 
national securities exchange: 

(1) while and at a time when the aggregate indebted¬ 
ness of defendant Tilney 6 Caaq>any to all other persons exceeds 
two thousand (2,000) per centum of ijts net capital, as defined 
by Rule 17 CFR 240.15c3-l under the Exchange Act; and 

5 . 
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(2) while and ac • tlno when Che adjusted nee capital 
of the defendant Tilnsy & Ccsipany Is less than the nlniioum 
of |5,000, as required under the Net Capital Rule under the 



Bxdionsa Act; 

• 11> Such other end further relief as to this Court 

■"i. • - 

’•f--’ ^may seeta Just and proper. 



MMUjON m. fbakrhauskr 

Reslonal Administrator 


BERSOU 


'Attorney 


HKLD 


Attomrys for 

SECURITIES AUD EXCtlAi;GE COrulISSION 
Mew York Regional Office 
225 Broadvray, York, N.Y. 10007 
Tel. Ko.: 26A-1600 
264-&5A7 
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York 


J. ToM, MOkTlti* 

ji X. lilMkl* ” 







OHrt Z think thn hnourltlna t 
thrnofh Its oouBSsl oallsd ehanbsrs 


mat la oorraot, your Honor 
THl OOOXTi Would you Ilka to spraad on 
tha rMord tha purpoaa of tha Mating and what wa hops 
to aeoonpliah todayf 


MM# BBMfOWi Tas, your Honor. 

*ha furpeaa of this awating# your Honor, 
la to disouaa a wotiM uhiah tha plaintiff Saouritiaa 
i tnoh a n ga Oown^ anion infomad oounaal for tha dafand- 
anta, Tilnay • CrMpany and Vradariek Tilnay, on Monday 
that tha plaintiff faeuritiaa • Bxahanga Oonaiioalon 
iataada to nova for tha appointMnt of a raoaiwar 
owar tha aosata of tha dafaadant Tilnay c Cenpany, 
a partnarahip, and tha dafaadant rradariek Tilnay, tha 
only ganaral partaar of that partaarahip. 

was aa a rasult of two aetiona 
whieh had baaa filad by tha C oam i aaien against tha 

ft 

naaad dafafiSaats. Tha firat ona was filad back in 
August of !••?, wharain tha CosMission allagad wlola- 
tions of tha boekkaaplng rulas and tha finanoial 
raporting raqulraMnta of tha Comalssion. 


[3 ] 

t 

Th« dcfABdant Tllnsy i Coapany's books 
sad rsoords, as laapaetad by our Sacuritiaa Invaoti- 
gator, wora aot poatod bayond Octobar 31, 1966. As 
a ooasaquaaca wa oould not aaoartain tha financial 
oonditioB of Tilaay t Coapaay on a currant basis. 

Zb addition, tha dafandaat Tilnay 4 
Caag>any did not fila with us a cartifiad financial 
raport of its condition as it is raquirad to do 
undar tha Saouritias t Ixohanga Act. 

CoBsants wara obtalnad to a pansan«tnt 
injunction and a ssindatory ordar coapalling tha 
dafandants Tilnay 4 Conpany to fila with tha 
Cosaiission stfbh a financial raport. * 

Tha dafandants Tilnay 4 Conpany did 
cosiply with that ordar on Ootobar 5, 1967, I baliawa, 
did file with tha Cosaiission such a cartifiad financial 
raport. 

As a result of an analysis aada by our 

# 

Sacuritias Znvastigator of that raport. it raflactad 
that as of August 9, 1«67, tha data on which tha booka 
and racords of Tilnay 4 Cosgjany wara postad in sow* 
sort of fashion, and tha data on which Tilney ( 
Coapany's cartifiad public accountant was ablo to giva 
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his oplaioB to tho flnaiieisl oonditloa of th« 
rofiatrant, it roflootod i Jit dofondant Tllnoy 4 
Coapany aaodod approxiaatoly MSO.OOO to ooaiply 
with tho Coaaaasioa'o •Mmi, Capital Rula.* 

Stbaaqaamt to our analysis of that 
roport, whioh was approxiauktsly in Ootobsr, 1967, 
tho dsfsadaat Tilnoy 4 Ooopaay was abls to rsdooa 
that ancunt of sspital rsqoirsd to ooaq^ly with tha 
"Nat Capital ihtla* by approaiiMtsly 1400,000, as a 
rasult of hasiaf raoaivad aouatioa aproasMnts with 
two baaks on what wa sail bond rapur^asa agraasMntc 
Tha baaks did aaaoata tha novation 
ayrasBonta, tharafora tha liability of Tilaay 4 
CoBpany to ooaply with tha Mat Capital kola was 
radttoad by $400,000 to roughly |2S0,000. 

Tha Caaad.ssioa had aathorisad tho 
staff of tha Maw York offioa to naka an application 
to this Court for tha appoiatsMat of a raoalvar, and 
as aarly A approxiaataly four wsaks ago wa inforaad 

oouBsal and Mr. Tllnay of that diraction froo tha 
r oss U Lsslon. 

During these past four weeks we have 
given tha defendants an opportunity to cons up with 
sithaz additional fresh capital to put into tho fira 


9 ( 






■kx (5 1 

of Tllnoy t Cowpany so that $250,000 would b« addod to 
tho fin's capital ao that It would maat th« r«qulra> 
tMnta of tha Mat Capital tula. 

Xn addition. If Tllnay « Coeipany could 
not oomm up with aueh funda wa aakad Mr. Tllnay to 
praoant to ua an ordarly plan of liquidation wharaln 
all tha cradltora of Tllnay * Company ear, raoalva back 
their funda. 

t 

1 

What initiated thla particular action, | 

your Honor, la that tha Coandasion had received 

t 

numerous ocmplalnts from varloua Invaotors that they 
ware either not getting paid credit balances that 
were due them, or having received cheeks from the 
defendant Tllnay ft Ceaipany, such checks bovAoed, 
or aecuritlea bought for aueh ouatomars by the 
defendant Tllnay A Company were not delivered to 
them on damand. 

After our analysis, your Honor, of 
Tllnay A Company'a net capital position on November 
28th, tha Coamlsslon filed another complaint for 
violations of the "Net Capital Rule." 

Previous to the fllina of that ccr.plaint 
defendant Predarlck Tllnay submitted to the Con?rlssion 
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• MOCiVutation of his oapital m ha oo^putad it. 

Tha CoMidatloa ataff than aaalyaad that 
raooa^tation of oarital aai ohaokad It back to tha 

booka and raoorda. 

Wa found on a aaoond analysis, on a 


pralladnary basis, that Tllnay a Caavany, as of 
HoTSidMr 17, 19«7, aaadad roufhly m2,000 to cosily 

with tha CosBiisaion'a •■at Ci^tal kula." 

* Nhan you look oloaar at thosa fifuras. 

your Honor, $200,0i# of that |2t2,000 oonsists of 
what wa oall tha hairout on propriataxy saeoritias) 
tha balaaea of aaoa f2-odd thousand dollars is what 


tha rrisBilast nn aalls tha nat capital dafioit. 

Nr. Tilnay has infomad us in sawaral 
■oatings with hin that ha has baaa abla to oooa up 
with fraoh capital to tha antant of scsm $76,000. 
That would raduca tha nat capital dafioit to approxi' 
Botaly lid,000, and whan you add tha proprietary 
racuritiaa,' tha haircut of $210,000, ha would naad 


approxinately $216,000 to ooaqply. 

As far as ws know at. of this mosMnt 


your .-;onor, the dsfsndant Tilnay & Coopany and 
rradariok Tilnay have baan unabla to oona up with 


that sum of monsy, $216,000 


\ 
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nipoa oMwaltatiea with pounsai tor i 


• Cempoa^ oa Moaiay of this 'topk, mttmx i 

* - ^ • 

iafosM 4 th«B that tha ffn—laatoa fjavaodad ta aova 

for a raoaisar la this aatioa« ooiuuia: i\>r Tllnay 
* Cempmf omm 09 with aa altanatlTa aolutioa, aad 
at this 9oiat, y««r Wamaa, l wmald ilka to turn it 

1 

orar to Mr. Oilhaaiqr* who will pwacaat to yoo that 

I 

aolatloa. 

W. axxJOMIft Toar Bonor, tha altaraa- 
tiwa aoltttiaa that wa a w tw aa tad for tha axpaditioaa 
aad aeoaaiaeal aolaUoa of thla problaa — wa do aet 
objoet to tha appol af a n t of a rooalwor, bat wa woald 
lika to ooffoat to yoar Boaor. If Ba «ay» a poraon 

« 

who wa baUowo woald do tha aoat affieUnt poasibla 
job aa raoalwor. 

Wa iafocaad tha Oeaaiaaloa that If thla 
*f*®*A^^ ooald bo nopoiatad wo waald hmra no cbjaotloa 
and woald ooasaat to a jadvaant of lajoaetioa and 
appolntaaat of a raoalwor, aa tha Ooaaiaaion did not 
indleata that thay wara foing to oppoaa ua on thla 
applioation to yoar Bonor. 

THB COURTt X want to ha crystal claar 
whathar X uadarstaad tha plan that yoa ara propoainf. 

Of eouraa, I think wa ara aslng tha 

23 
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THl oooart Nhy don’t you stop out? 
***• •XMlwnfi All right, your Honor, 
(thert roooaa.) 


I 

HA. ttUnhmri Tour Honor, tho first 
inquiry that Nr. Tilasy vas going to naka and that Z 

♦ 

van going to aaka aa wall, is with ragard to tha 
.tahla for tha. raoaiwarship. 

% 

As Z baliawa Nr. larson pointad out, 

thara has baan a aoiplata fraasa on tha aasats of 
tha partnarahip, and Nr. Tilnay individoally, far 


tha last four MMiths, «rhioh has not. inprwvad tha 

■‘ '... " - -vl' ‘ 

finanaial position of aithar dafpadant, as you a** 

iMgina, and wa ara aagar to bagin tha prooass or 
oontinus, as tha ossa ba, of liquidation^ and 
of narshaliag tho aasats and paying off tha dobts. 

TO OOUNTi How soon would you want a 
raoaivar appoiatad? 


your Honor. 


NH. OZZOAMYt Aa soon aa poasibla. 


THB COURT> As aoon as tha ordar is 


raealwad hara and bafora I insart tha raoaivar'a 


nana Z shall innadiataly conaiunicata both with tha 
CoMission and with your offica and indicata the 
raoaivar I hava dacided upon. 


-.tvfl-.-s 
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/ . ; . ' OBDEiro, ADJUD^ and OBCB^EO th«t th« defendant rilnty *' 

••\‘l\k]CaafMy and tha dafcodant rvaderlek.TII m/ and tlxslr a(anta... 
V'', ■•riranta, eaplojreM aitd choM'panooa in Wccly* concert or ■»' 

•• ■•V.v , 

■; ■ • MrtlclpatloB with CImm, and each of dtaa, h» and ebay ara 

■■ '•rV ■.• • •• ' <■ • ■ “ ‘ 'I'.*,*' '*,iV* 

panaa a a n cly anjolnad froai ' i ‘“•j'e 

: .DiMcciy and ladlraecly makiat oaa of the aallt er'ef 

***• — P * or iBotruaaoUlltlaa of Incaratata eonaiarca'^la 

’ 4 ; *■' . ^CdBdanCa Tllaay A Coopaay aod Fradarlck TUnay ara rocia« I t * 

. ;.v' •••;• T!i‘ 

>,<*>VyV toeod brokara aod daalara la aaeurltlaa, to 

• ' ■ ' ,r^,i rX, ' 

‘•txaaaaetlona la or to-InAioa or aceaapt to laduo# tte'yatcbaM‘’> 

♦ •? (otbar than aa axaapt-rwaai ' 

',91 ;i V'* W«f. fc«id»ra* aoeaytaaoa or eaaaarelal biUa) otii^^ao^^ 
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. end those porcr.is In tetivi 
the®, /ixcept iJie ricot-^r 


. , - .,. 7 - — nia nucc«.<;r.. ba .„d t 

r PiWty'of thi, Mli d.fend«,t. ' 

‘/J i-A ; ' , I •“y "onlea 

^ pwrtia* baloogin* to othor* in' th. ‘ 

tha .aW dofrodone. V ,» 

■PPo^ff Racalv.cf«£ 

**». *■ ^ POMOOala., __ 


and As hereby . ' 

^Troparty'of, bilcmslag ; ■ 
w control of thi d.i«nd«,t’' 
'»^rtck tUnoy li^ivi-‘!•' 

ic hwcbi iutborlaod.. i* ', 

: _ - ■• '• •*■: •' '' ] • ■■'< • 

““ch ' 

•^•«a-*ln-actlon‘,*‘i. 

»■ T,.: 


Itqutdata tba 

V. *. ■•. 

Juac eiaiM ai 


I 













9 ^ t • C*' tl. < C£ kL*<^ !«« * k*Cw »*«|««i*.M w«i* c<t>*ttt.* «v> / «* 

* ■ ** *’ ^ ■ •* • . 

. ' ••• ••' B*y .bo ncecoooty In dlaoharging tlic obovn iiutUorlt 7 , ' 
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I. '}• li'AIO) IT IS rDHZHKR 0 ;U)CIUa», . ABJUDSED AND DljCKC*^D that . . ' 

i' i' • : 

• '. nothing heroin evutalnod oh.-ill bo conetrucl to licit or ",' •»• 

'''jVv ^. 'othoiwlM oCfoet’the powr end aittborlty conlorrod upon tho * 

, y!^ * . .'‘tocolvor appolntod heroin by lew end the foregoing provlilone 
«*!• order,- • , ■ 

’•*, * • ^ 'a_ M _^ —n. • _ _ •_i _ _ _• . * - • ’ • 
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UNITED STATES DlaTRICT CCCW 
SOUTHERN DISTRICT OR I;E.V iORK 

SECURITIES AND EXCIIAN'CE CCTIIS8I0N, 

Plaintiff, 


-•talnst* 


TILNEY & COaPANY, 
FREDERICK TILIJEY, 


Oafandanta. 


67 Civ. 4676 


STIPUUTION 

DISaiSSlNC 

APPEAL 


(I. ^A« HARRIS and JOSEPH C. HOCAH. 

Racalvers of Dafendant Tllnoy k 
Coiipany) > 

WHEREAS this Court by order of Honorable David H. 
Edalataln, District Judee, dated Decaieber 18, 1967, did 
aatar a Consent Judeaent of Permanent Injunction parnanently 
anjolnlne, Inter alia, Karine Kldland Grace Trust Company of 
New York (hereinafter -Marina Midland") from dlsposln* of 
collateral pledged to said bank for a loan by defendant 
Tllnoy ii Company I and 

WHEREAS by the terms of said order the Receivers 
of Dafendant Tllney <1 Company are, among other things, 
authorised, empowered and directed to liquidate the estate 
of Defendant Tllney d Company In order to pey all Just 
claims and creditors of said Defendant; and 

WhEREAP Karine Mdland, on January 8, 1968, did 
file In this Court a Notice of Appeal to the United States 
Court of Appeals for the Second Circuit from the Consent 
Judgment of i’er^anent’Injunction doted December IS, l9o7; 
arid 

niEPf.AS ly virtue of the sale of certain securi¬ 
ties belonging to Defendant Tllney .x Company effected by 
Its Receivers and on Instructions received by ;.irlno 
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Midland froa aald RecaUers of Defendant Tllney jt Coapany, 
said loan of Tllney j Company has been fully paid as to 
principal and Intarest, and .'.'^rlne ndland has delivered 
the surplus collateral to the Receivers of Tllney i Company} 
IT 18 HSHIOBY 8T1PULATS0 AND AGREED, by and be¬ 
tween the underslcned, pursuant to Rule 73(a) of the 
Federal Rules of Civil Procedure, that the appeal by 
Marine Midland Grace Trust Company of New York to the 
United States Court of Appeals for the Second Circuit be, 
and the same hereby Is, dismissed as swot. 

Dated! New York, New York 

February 16, 1968 SULLIVAN dk CROMNELL 

B y MDf AFP M. KKAW _ 

U Uambcr of the Firm) 

Attorneys for Appellant, 

M«rlno Midland Grace Trust , 

February^^, 1968 
February /6 , 1968 


February-^, 1968 

SO ORDERED! 

U.S.D.J. 


SECURl^ES^ AND MXCHANOS C»TJISSION 
By ^ 

CADNALADER, WICKERSHAY 4 TAFT 

By y OG«.aov T[I 

(A Member of the Firm) 

Attorneys for Defendants, 

Tllney m Company and 
Frederick Tllney 

WAGNER .^ILLINAN Jc TENNANT 

Attorneys for I. Alan Harris and 
Joseph C. Hogan, Receivers of 
Tllney oc Company 
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B. BBRIARD GREIDIHGER & OOMPAlfY 


Msatrs. I. A. Harris and J-. C. Hoftan 
ReealTers For Tilney A Com>any 
C/e Llrlngston, Urln^ton A Harris 
292 Madison Avenue 
Hev Tork. M. T. 


preparation for the seating vlth Judge David Edelstein on 
Febroaijr 2T» 1967 regarding the affairs of Tilaagr A Ooavany, ve 
here prepared the fbUaving schedules for revlev and dlseussiont 


Vantative Sueeair of Liquid Assets and Liehillties 
Caeh. in Baht- Mbruarr 1968 
Sueaarjr of Caeh Transaetlons •> Deceiber I6, 1967 
to Fehruaxy 26, 1966 

Motes Paorable to Bank • February 26, 1968 
Schedule of Aoeoints Payable > General Unsecured - 
Deeerit>er 17, 1967 


All of the above are subject to audit and direct verification 


/S/ B. BERHARD (HtEIDIHCER OOMPAMT 


B. BERHARD (StEIDIHGER A COMPAHY 
















I. A. HARRIS AND J. C. HOGAN, RECEIVERS FOR 
TILNEY k COMPANY 


Cash In Bank (l) 
February 26. 1968 


Manufacturers Hanover Ti-ust Company 

Checking account #0282U9 . 

Chedilng account for 

Frederidi Tllney.personal. 

Total 

$31,069 

18 

Subject 
to Loans 
and Offset 

$ • 

Matanuaka Valley Bank 

Bualnees account . 

Custoaera account . 

Certificate of deposit ....... 

1.386 

993 

7.000 

1.386 

993 

7.000 

Franklin National Bank 

ChedUng account . 

_212. 

_211 


$»»0.8Ul 

$ 9.75‘* 


Unreatricted 

$31,069 

16 


$31.08T 


(1) All aecoxmta are unaudited and subject to verification. 
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I. A. HARRIS AHD J. C. HOGAH, RECEIVERS FOR 
TIUiEY A COMPAMY 

Sebcdole of Accounts Paysibl* « General Unsecured 
Deeeatoer 17. 19^7 


Mama and Address 

Aaariean Valephcae (long lines) 
330 Madiaon Aranue 
Bee Tflffc, B. T. 10017 

Appea l Printing Caq>aa7 
130 Oadar Street 
Bee Teak, B. T. 10006 

Louia D. Blue A CoigiaoQr 
110 Beat tend Street 
Bav York, B. T. 10017 

Bridpa Ante Serriee 
23 Lodlaa knata» 

BaarrlUa, L.I. • Bee York 

Catoalader, Vi^rahaa A Taft 

1 WaU Street 

Bee Yock, B. Y. 10005 

City of AadieragB 
P.O. Bos teO 
Anchored • Alaska 99^01 

dtp Coeearca Corporatloe 
Cnsrford Building 
Aitckerega, Alaska 99501 

Chase Office Supplies,'^Ltd. 

299 Prent Street 
Bee Talk, I. Y. lOOjB 

. 

1929 OoBeealeatioos Group (ACS) 
Ikiited Statee Air Force 
990 Maral Offioa BuUding 
Sealt«U» MMhiagten OOlOk 

Frldav, Irie. 

2390 Baghiwgtoii kmtOM 
Sod Laaedse, Oalifonda 9^577 


OoBpents Aaiount 

Telephone $ 2,207.80 

26.25 

Accounting 12,272.03 

299.05 

Ugal 13,1>35.69 

32.28 

88.52 

80.19 

Teletype 8,112.93 

12.3U 
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Auto tody repairs $ 53.55 


f 


Oustave Flelitz, Inc. 
56 X. Barelagr Street 
HidUTllle, L.I., H.Y. 


Inrlng Trust Conpany Rent 

1 Wall Street 

Hew York, N. Y. 10005 

2,lb0.25 

Long Island Cosnerclal Review 

3 Fairchild Court 

Plainvlew, L.I., X.Y. 11083 

2 , 070.21 

Moody's Investors Service, Inc. 

99 Church Street 

Hew Yortt, H. Y. 10007 

319.20 

Rational Quotation Bureau, £cc. 
ii6 Front Street 

Hew Yort, H. Y. lOOOU 

195.30 

Nordan Cleaning Contractors, Inc. 

55 West 35th Street 

Hew Yortc, H. Y. 10001 

90.00 

Prudden'a Digest 

Box 957 

Hew York, H. Y. IOOI 9 

50.00 

Remington Rand Office .‘Machines 

P.O. Box 5^8 

Buffalo, New Yozic 1U240 

299 .b 6 

Standard A Poor's Corporation 

3 b5 Hudson Street 

Hew York, H. Y. 1001b 

20.10 

Xerox Corporation 

P.O. Box 2b87 

Church Street Station 

Hew York, H. Y. 10008^ 

50b .81 

City CooMree Corporation Rent 

Crawford Building 

Anchorage, Alaska 99501 

b87.00 


ili£J2L56(i) 

(1) Accounts psorable subsequent to August 9, I 967 were 

assuaed by Tilney & Co., Inc. and Ooreminontal Statistical 
CozToratloo and are not included herein. 
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» 

eONMIT mA FBHBHia 
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'67 ClT. 4676 


IMfXD V. BflSLOaXH 
V Oistrlet Jiid 0 i.‘ 

¥ J 

Mav York, Patamxr 27# 
10.30 e*aloek 


APFB^iBAItCESt 

18 

•OgniT N. XBR80M« I8Q. and 
"19 JOn VBLP. I8Q.. 

AttomajB for Securltlaa k Sxahango 
' . CcHBiMlon. 

VZCBBRSIIMI 8 TAFT, ESQS., 

Attonaja for Dafandantai 
VUllAB V. ClAxka« Eaq.f of Coitnaal. 

2. AXAH BABItlS, B8Q., and 
JOSBFB 0. HOQAN, E8Q.« 

Raealvart. 


21 
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(2 1 

VAOSIK, QUnjJIWM * TERIAW, ESQS., 

Attorneys for Receivers} 

Robert Benlsch, Esq., of Counsel. 

Also Present} 

Vr. Oreidlnger 
Mr. Klein 
Mr. TUney 
Mrs. Tllney 
Nr. Lsidlaw 



. . * «IK COURT} Oentleaen, I have celled you 

* V. ■ conference thle aomlng for the purpose of 

si • ctetue report end discussion o: c,,y 

_^Ayx'' ^ Mcp have arisen which you would like 

i .V^ . *o "jr ctteijtlon, and I think the first order 

• * 

. . If presenutlon, of course, should be undertaken 

f, ■■ 

> by tiie receivers. 

* * 

S V Ilirrla going to present it? 

*®» *OOWI* I will defer to Mr. Harris, 

pour Honor. 

Well, the aost slgnlflcsnt 
thiiygs that were done, yourttnor, were attesg>tlng to 
Uquidete securities, particularly those held by 
bcnk pledgees. In the light of the opposition that 
had been placed to the Injunction against the bank 
pledgees, restraints, and I alght say that we were 
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in that Marir » Midland Oraca Truat Company 
0f itM York haa baan euaplataly ^id in full through 
tha tala ot, prlaarlly* a vary aubatantlal block, 
although it «ma sold piaeaaaal, of Bank of Suffolk 
county, a vary inaetiva bank a took. 

It «aa aold, I ballava, without affaeting 
tty Mrkat for tha atock at all. It waa aold with 
tha eooparation of Nr. Tilney, of eouraa, who haa 
aooparatad in all raapaeta with tha racalvara. 

And tha notica of appaal that Sullivan h 
Cfomall, on bahalf of Midland, had aarvad and filad, 
hna bo o n dlaeontinuad or dlanlaaad, or it waa 
atlpnlatad that it waa withdrawn, that tha appeal 
waa withdrawn. 

Bow, tha axeaaa collateral and tha cash 
ttet Marina Midland thua had waa obtained by tha 
rocoivara •• and, incidentally, without any axpanaa 
payable tp Sullivan h Cronwall, over tha oppoaition 
of Marina Midland. 

ainilarly. Bankers Trust Coapany, wa 
boliava there nay be a dollar or two either way - 
wa boliava they are paid off. It is a matter of 
aoUaeting tha cash baaed upon our tistruetions to 
thaai to delivery aaeuritiaa to other banka against 




■in 
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th« paynant. Bankara Trust will be paid off. 

Franklin Rational, unfortunately, holding 
■unicipal bonds and with minor holdings of common 
stock, very minor, there is going to bo some problem — 
Z asF "problem" in that we are nob going to be perfect 
in our liquidation efforts there because of the 
nature of the securities held by them, the manicipel 
bond market being a much more volatile market than 
tha normal common stock merket. When you go to 
eell municipal bonds you have to go looking for a 
buyer. There is nobody maintaining any bid for 
this type of aecurities. 


TKS COURTt What type of municipal bonds 
are you talking about? 

MR. HARRIS: Well, we have the Central 
School District of the State of New York, which will 
be the most easily marketable, depending upon whether 
you are willing to accept perhaps a nine or a ten 
point less bid than whet one might otherwise think 
it la worth in the light of today's money market. 

But in addition to the Central School 
District Bonds of New York you hove Foirbanks, 

Alaska obligations - this is in decreasing order 
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of Mirkatabllity — and than we wind up with, unfortunate 


dabantures or bonda of Alaaha Stata Developaant 
Corporation. Those vlll« of course^ be the most 
difficult to sell. They are salable at a price. 


The question Is, up until this aomant*we felt it 


omrlaa to sacrifice these particular securities 


Now, Z think we ara^at tha point whare 
va trill ba and must bagin to think very seriously 
about perhaps dropping our sights on the prices that 
tra will reeaiva for these things. 


Ve have been in touch with Blyth & Conpany 
with a view towards getting an overall bid for these 
securities, and before tha end of the week they may 
be discussed with Dupont k Company, and we will ba 
eonfarring again tnis afternoon with Mr. Tilney 
and Mr. Laidlaw who are familiar day to day with the 
bond market, and decisions will be made perhaps 
before the and of this week on the liqu.uj^tion of 
those securities. 


Now, the Long Island National Bank, which 


is another pledgee bank 


THE COURTt The Long Island National? 


NR. HARRISI Long Island National in 











aln 

16 1 

Hlckinu.. Th«r«, If you will flee, there 1, another 
•ehedule there where they had a loan to Tllney & 
Company aecured by the usual run of the aecurltles 
maintained by Tllney & Company, and they also had 
a loan to Governmental Statlatlcal Corporation, about 
Which I would like to dlseuas a little later, this 
problem of Governmental Statistical, an affiliated 
corporation. Long island National haa been paid 
down considerably — 

MR. HOGANt About $60,000, 

MR. HARRIS) If you will look at Chat 
■ciiMul. you wui aaa all of th. atock of the Bank 
of Suffolk Countyhaa been aold. Bank of Babylon - 
If tb. t la on that achedule — .xcuae me, do you 
have a schedule I can lo'ik at? 

MR. HOGAN: The Judge has It In front of 
hi*. I think they are marked off on here. 

, COURT: Well, they are not all marked 

off. 

MR, HOGAN: No, Juat the ones that are 

aold. 

THE COURT: The Bank of Babylon Is not 

marked off. 
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MR. BOOAIlt That Is still In ths process 
(Discussion off the record.) 


MR. HARRISt The Valley National Bank stock 


v»S eoldt First National Bank, Yonkers, was sold; 


Bank of Babylon sold 


THS COORTi Not all of Bank of Babylon 


was sold, was it? 


MR. HARRIS; Yes 


THS COURT: They were all sold? 


MR. HARRIS: Yes. The Bank of Suffolk 


County was aold, which shows here as having been 


dona already 


Now, in addition to which. Long Island 
national Bank held as collateral for Tllney k 
Coopany $ 89,000 of 7**l/2 percent notes issued by 


Ooverniaentel Statisticel Corporation, which nans has 


been mentioned twice by me 


Oovernmental Statistical Corporation is 


owned — is it almost conq;>letely by Frederick Tllney? 


MR. TILMEY: No, it is owned by Mrs. 

Tllney, eyaelf, Mr. Edward P. Schroeder, vice president 


and an attorney 


THE COURT: Vico president of Tllney? 
MR. TILNEYi No, not of Tllney; of 








Oov^maental SUtlstical Itself — and by Tllnay 
H Coiqpanyf sooa of the stock, and a few minority 
ttoekholdara. 

NR. KOQAN; The total Is what? 

MR. TILNEYt 4400 — Z onen l600; Tllney 
A Company owns a thousand, and, Dorothy, you own 
about eight or nine hundred, and Ed owns the balance. 

NR. HARRIS! The overwhelming majority la 
aimed directly by the estates, but aside from the 
question of common stock ownership, and the reason 
Why we are not familiar with down to the last 
percentage point is that Tllney & Company is the 
overwhelming creditor, not stockholder but creditor 
of Governmental Statistical. It is a creditor 
to the tune of over half a million dollars. 

And as against such a creditor, Oovemmental 
Statistical has one other noteholder, Mr. Ed Sehroeder, 
of $4,000/ compared to hundreds of thousands of dollars 
due to Tllney & Company, and it haa, of course, some 
trade creditors who are using that term to describe 
it, the Telephone Company, outside publishers, the 
normal run*of-the-mill creditors who will be created 
from day to day. 

Now going back to Long Island National 











Bank vhlch h«ld as security for Tllney k CoBq}any's 
loans |89«000 of 7*V2 percent notes of Governmental 

y.t 

j 

Ststlstieal Corporation, owned by Tllney, pledged 

vitblonc Island. 


Narine Midland also previously held 
tU^OOO of such Governmental Statistical Corporation 
7->V2 percent notes, but as I indicated before. Marine 
Mas been paid in full, the notes released to us. 


Now, Oovemmentsl Statistical was in 
default on the interest on these notes and in default 
OS the slakins fund obligations under these notes, 
end it engaged in a transaction with not Just the 
approval of the receivers, but, in effect, for all 
intents and purposes, we are almost acting as 
reeeivers of Governmental Statistics! to the extent 
of exercise of custody and control of the situation. 


But Governmental Statistical borrowed 


against life insurance policies which it owned, which 
polleles were on the lives of its key'men, all of 
ita e^ployees, and which key men insurance was 
alwapa, by the terms of the notes themselves. 


aeearity for the notes. In the event of the death 


of any key man the proceeds would have been paid 



I 


X- 
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to thf flnXlng fund agent who would. In turn, have 
rtdfffliad the earliest numbered notes. 

So the transaction was that It borrowed 
against th« cash value some $^2,000 of this aggregate 
number of policies. 


The proceeds were used to bring the Interest 

up to date, whloh meant that the receivers received 

% 

directly Interest on $11,000 of notes for the last - 
bringing it up to date. 

Long Island Kational, by virtue of Its 
pledgee position of $39,000 worth of those notes, 
received almost $10,000 of past due interest which 
was applied In reduction of Tllney & Coiqpany'a 
loan, and Mr. Ed Schroeder, of course, received his 
past due interest on his $4,000 of notes. 

In addition to which excess moneys over 

% 

$30,000 were used to redeem the earliest numbered 
notes of this series of 7-* 1/2 percent notes in 
aecordance with the terms of the notes. These 
earliest numbered notes were held by Long Island 
Mational for Tllney & Company in pledge, and so 
Long Island National was further reduced in this 
loan by the $30,000 of principal amount. 
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At I Bty, we controlled tne tituation and 
•pent tiae and effort on the thing. 

Now, Marine Midland, which had previously 
been the sinking fund agent and custodian, end what¬ 
ever other functions were required under the notes, 
hes resigned from that position, and will no longer 

have anything to do with It, and there is really no 

♦ 

need for en outside trust company, and now the notes — 

^ well, not the notes, but the key men life insurance 

a 

policies, although they are now pledged by virtue 
of the loans from Aetna Insurance Company are being 
• held by Oovemmental Statistical Itself, Mr. Fred 
Tilney, and so on. 

Our problem with Long Island National Is 
' that in addition to this loan on Schedule 6, your 
Honor, which, as Z say, has been further substantially 
‘ reduced » further substantially reduced - Long Island 
Rational was also a creditor of Oovemmental Statistical 
directly, and they claim the benefit of certain 
eroaa guarantees. 

This Is something which has not yet been 
worted out, not yet completely; we don*t see eye to 
eye with Long Island National yet. 


At our last meeting — at a meeting with 












nc« proildent of Long Island National last 
Friday It got a llttla atlcKy, and ho indicated that 
hla counsel would have to come into the picture, 
which wa are perfectly prepared to meet and discuss, 
end we will want to see all of the original documants, 
these cross guarantees and loan agreeraents and 
collateral agroeoents, and so on. 

It was not too important at the iK>aent to 

% 

. attempt to define once and for all to our eatlsfaction 
whether they have the benefit of cross guarantees or 
cross collateral agreenents, because we are so 
ntally interested in Governmental Statistical by 
elrtue of our creditor position there, that It Is 
to our distinct advantage to certainly encourage 
Oovemmantal to remain In existence, not in receiver¬ 
ship, because that would be hampering its activities. 
In an atten^t, of course, to realise as much as 
we oen out of Ctovemmental Statistical's operation, 
es a creditor of Covcmiaontal Statistical Corporation. 

This is necessary also in connection with 
the problem of the City of Nome. 

Wow, before the receivership Tllney & 
Company had given an undertaking, an underwriting 
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to tho Cit 7 of Noim in connection with a proposed 
iaOiMi of water and aeirer revenue bonds of the City 
of Robm to tho affect that on the bid date that they 
would stand by and taka down $910«000 worth of 
bonds with a 6 percent coupon. 

Caws the bid date —• Z an skipping events 
in batwaan •• this was last September^ of 1967 •>- 
there was no one to buy these i>onda. 

At this nonent there is a possibility 
Of this contingent liability to tho City of Nome. 

Incidentally^ those bonds have still not 
baaa plsead - neither issued nor placed^ and the 
City of Mom la In default on its bond anticipation 
notes which it had sold In anticipation of paying 
than off at tho end of September. 

This liability^ of course, was a very 
Significant contingent liability, z baliava, to the 
patltionsr^in this proceeding in their analyals 
of the affairs of Tilnay k Company, baeauae it is 
alaost completely open and as to the daosges that 
the City of Rome might have been able to claim. 

Now, Oovemmental Statistical Corporation' 
business la that of fiscal adviser to municlpalitlea 










That it its 


•nd sehool district#* ot cetera, 
boslneat. And it had acted ao the fiscal adviser 
to the city of Home for three years prior to the bid 
data In connection alth working up the whole 
proposition with the Federal Government’s assistance - 
and It is s federally assisted water system — and 
would be entitled tc 30 or $ 60,000 for its expenses 
in the past and Its fees In connection with its 
^flee on the bond Issue, which, of course, it has 
net received from theCity of Nome. There ie an 
affUistlon between Tllney k Company and Oovornmental 

SUtlstical, as I have said. 

If those bonds can be placed the City of 
Home will be obligated to pay Govemmetvtal Statistical 
a ninimuA of aome $50 pr $ 55 , 000 , of which we are 
interested in, and we have indicated to Mr. Tllney 
and had sons telephone conversations, or we have 
read correspondance and reviewed proposala; we have 
MMt With the City Manager of the City of Ncme in the 
office of Mr. Clarke at Cadalwaldcr, Wlckcrsham & 

Tat, acting as attorneys for Mr. Tllney, and there ar 
proposals, propositions kicking around - to use the 

m 

wemscular “in Alaska as to how all this can be 
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oat %( tho ultinate benefit of the City of 
, Mom end the credit of the state of Alaska and 
Qoveriaental Btatlatleal In getting a release for 

the estate of Tllney h Coapeny from its possible 

0 • *■ 

lUbUity. 

Z think at this point you have some idea 

Of the orerlapf the interrelationship between Ooverno 

■entel Statistical and the Estates of Tilney & 

% 

<;oB|»aay and Fred Tilneyi and while I have not 
finished the report yet« Z wonder if this is not the 
tlBS to get soao commitment from Nr. Frederick Tllney 
eSt presumably^ the president — and there is Mrs. 
Tilney here also of Qovernmental Statistical 
to the effect that we will > we, the receivers, will 
be allowed the authority to veto any out>of the - 
ordinary purchase or commitmont activity of Govern- 
aentca Statistical. 

THE OOOfSi 1 think before we can invite 

any — 

NR. HARRIS: Yes, yes, I agree with you. 

Perhaps I was premature. Perhaps at the end of 
today's meeting — 

THE COURT: Let us reserve that for the 
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■AMnt and let ua continue with the report, 

1 wa» also going taeay, and 1 probably 
think that it is appropriate to make the remark now, 
that before we indict Mr, Tilney to make anything 
in the nature of a coonaitment or e decision of any 
inportanot or significance, that it should be done 
only after he has conulted with his law 3 »er, if he 
chooses to do so, and I don* t^ see his attorney here 
this aoming — 

MR. HARRISt Yes. 

CLAWtK { I am hero, your Honor, 

THE COURT: Oh, I am sorry. Why are 
you sitting so reaotet 

MR, CLARKS: I did not think I had any 
O^Ticial capacity in the report of the receiver, 

THE COURT: All right, that obviates one 
problem X might have had. 

MR, HARRIS: I think your Honor is 
correct, I think I was being premature. 

How, there is another pledgee bank in the 

picture — 

THE COURT: Have you left Sovemmental 

Statistical for the monient? 

MR, HARRIS: Yea, for the sionent, yes. 
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THB COUFTt Vail* in view of your statenant 
that Govamnantal Statiatleal has had to default on its 
Intaraat# Z aaauma that it is fair to conclude that 
they hav* not bean showing any profit. 

NR. HARRISs I would Buy tht that is a 

fair atatesiant. 

THE COURTt IIOW 4 are you in a position to 
give so«a opinion about their possibilities of turning 
about and oaklng a profit or continuing in business? 

t* 

Vhatia their future? 

II 0 W 4 if they continue to run deficits 
that wmf pose or present a serious probleoi at some 
point along the way. What are their assets? Are 
they dissipating theof? Are they engaged in business 
which has no real promise, end will whatever assets 
they have eventually be wasted? And in view of 
the substantial creditor position that Tilney occupies, 
what consideration has been given to the possibility 
that at some point, if not precisely now, there nay 
have to be some undertaking to conserve whatever 
assets they do have? 

Z don't know wha« their aesets are, if 
any, bocause Z have gathered from your brief resmrks 
concerning Oovemnental Statistical, that it is 
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pimly a aarvica corporation. 

MR. HARRIS: Yea. 

THE COURT: They are financial advisers, ^ 
Isn't that correct? 

MR. HARRIS: Yea. 

THE COURT: Ito you have their financial 

pictors? 

MR. TILHEYt Here, Alan (handing). 

MR. HARRIS: Wall, we are not prepared to 
glra a full blown report on Oovernmental Statlatical. 
Our aeeountanta, 1 believe, or auditors have not yet 
■ottan Into Oovamnental, but Mr. Tllney, i believe 
1 4oa»t want to preclude him — l believe haa consented 
to the withholding of no information concerning 
Oovamiieatal or any other affiliates which we may 
run aeroas. He haa cooperated to the fulleat here, 
and the books win be open, and he win give Information 
to our auditors, and we will be in a better position 
In the next fdw weeks, your Honor, to make a 
reonMsndation with respect to whether Oovernmental 
■Mall eontinue or not. 

This haa been a subject of discussion 
genarally, and I will say at this moment a very 
■lEMlfleant thing is that their quarters at 1 Wall 
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hat bten vaeatad. Thus the burden of 
approxiaataly $1000 rent to Irving Trust Company, 
the landlord, hat ctated. 

MR. TILNEY: And they have rented the 

tpaot. 

MR. HARRIS: And we understand that they 
have rtrented the tpace, and therefore ire are not 
eoneemed at all with damages for unoccupied apace 
In the future. 

Thia alto —• and this gets down Into the 
nitty-gritty — Mr. Tilney recognised that even the 
tranaportation coat for himself and Mrs. Tilney, who 
it active in the aeoretarial and clerical and >>ook- 
kaeping work., thia waa also additional expense, 
eoiaing in from the Oyster Bay area of Long laland 
aaeh day. 

Now, Governmental'Statistical owns land 
and a building in Hickaville, and alwej's maintained 
nn offica there, and that is where the office has 

been moved to. 

And we have also moved under a padlock, 
e footloekar padlock and files padlock the records 
which belong to the receiver until we can pontinue 
end finish our analysis of all these thousands of 
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fitCM Of popor ond eoaflrmtiono. 


i*''. *'•7 , • • 
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And so the rental eacpense it terminated. 
QovemEMntal Statistical has Mr. Laidlaw 


;• J.. ' ' 

> V' V'A# im jinplQyee. The girl has been discharged or 

’.'vV Iflgo.’’ 

. ; . >'J ;■ 


V j. ' ' ■ 

. -V 

•»/ , 


Zo Alcska -- well, this is a problem 


Mr« Tllney — this is sonethlng that is currently 
for dlsottssieo among us» among the receivers and 

f' , ' ■ 

* 4 

Kr* yUne/f whether the two employees^ the two 
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SH ^ y s ss in Alaska — 


>y : C • 

gr ' • t4 I ,1 
■v. , 


NR. milSTt Three. 

NR. BARBISi ThreeT 
NR. nuTETt Tee. 

NR. HARRIS t *- whether he requires all 


• /« 


However^ at the moment we are so Interested 


Nm have so many assets which are securities of Alaskan 

• •» . 

eoiporatlonss bank and bank holding coiapanies^ that 

.p 

we bmwe been making use of the presence of these 
people in Alaska, Ve have transfers to effect and 
vw have bids to solicit • which now brings os up 
.to snothsr area • that ws felt that we could Justify 
'AllOfWinc Oovemmental to continue for this period 
of tiJBS and for the Immediate future. 










ay ^ 0 


Mlnofc •• U $110,000, 

Bovsver, It it to a parson who proposes 
build hoaat OQ a aubdirlslon basis, and tha custooary 
is a nodast amount of cash, ralatlvaly short 
ISfii softgasa with ralaaaa clauses per lot. But 
1 % is $ 110 , 000 « Eran after coomlssiona It will ba 
$ X 0$,000 or $ 103 # 000 . 


Vow, this vUl inure to tha benefit of 

■ * • 

' • * * 

IMS Vrsdarlok TUnay Sstata, because Frederick Tilnay 
iMvlssa ns — and again I must say that our auditors 
teVS'BOt had a chance yet to dig into and to certify - 
cnr not necessarily certify, but to cone up with any 

t 

yeal opinion as to whether these statements are 
S hondxed percent accurate — but Mr, Tllney adrises 
os that he is a creditor — in addition to a 94 
psresnt stockholder he is a creditor of Tllney 
ffOnstmetion 6orp., have advanced funds over the years 
to pay the real estate taxes and other expenses of 
Tllney Construction Corp. of $33,000. 


MB, TXLNETi It is more than that, Alan 
Z reviewed it last night, and it is $55,000 with 
$11,600 due to Oovernasntsx. 


MR, HARRISt Of tha 55 or in addition? 


jk 











MR* HARRIS! 5-1/2 parcent of t^io out- 
. itaaSlng stock, tone of vtilch ea part of the block 
ftlght bs owned by Xtorothy Tilney, but when we were 
tslklns, es Mr. Tllnay has indicated, if it aeant 
selling the whole block and the larger the block the 

Isfger the price, Mrs. Tllney's stock would be thrown 
in also. 

Unfortunately the winter is not the tine 
to talk to persons of consequence. You find out 
srs down In Palm Beech or somewhere on e cruise 
sad they win be back in March, and so on. 

the situation, where It Is very 
Insetlvoi and it has been put on the back burner, 

SO to speak, for our consideration. 

We first wanted to get rid of those which 
X hare related before. But this is coming up for 
eonsiderstlon very strenuously with Blyth, Dupont, 

Mr. Tilney and the others, as will be a bank called 
the Vsddlngton Bank. Now tha Waddlngton Bank Is 
•CBS 15 Biles from Messina, Now York, which Is about 
•• es cold ss you can got in the state of 

Tork, and its total resources are $1,500,000. 

Total resources, $1,500,000. 








Th«re it la unfortunate that even In the 
ikggneiktt the irholo holding by the eatatee in dollar 
amount la not aa valuable aa the Alaska State Bank« 
for ucaaple. But there perhaps ue can turn over 
ooQtrel of the bank, but it is such a saall institution 
and this la aonsthing that has been shown end is aoae- 
thing that we intend to look into very seriously^ 
although ve aay realiae not much siore than no to 

a 

thousand dollars^ if that, out of the whole thing. 

It la a very saall bank, total resources of a Billion 
and a half. And it has its problems too. 

X analysed, I looked at the stateaent which 
Z did receive froai the president, which is Just a 
typed sheet of paper, a eoaparative it wasn't 
even a balance aheet — and I can see — Mr. Tllney 
isslped explain to mo that they ware still in the 
process of substantial «• for the aiae of that bank - 
aubatantial write-offa of loans which should have 
bean written off before, but it spread the write¬ 
off op through last year, reducing its reserve for 
loasee ooneidertV i.y, 

I certainly intend to make the trip up 
there and to look wore carefully into it, because X 












. ;• ■ ■ two, «atte» routing 


‘i:;;:-;::;, ■ '*• «- wu.,.«, other o.tt.r. th.t 

' ■'■■'.'■ ■®’*^ Ill's to discuss. 
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Hr* RAJlHXSt I seo. 


' ■ <^ • I . * ^ 

♦ • • V'. 

1 . f V*' • J . 


, • THB COOBT, Does the SBC ulsh to odd suythlog' 

M. HSU). Kot St this tino, ,our Honor. 

HH. BOOANi I thlnlc. *jdge, uith rsfsrenei 
«• the ,»,t«., .count, the Court should k. .pon.«. 

th. met that the, lc.pt . petty seourst. stock 
Hoord kooH 1„ Tims, k Caepsny. ..>1 

»«ort bortt you esn ... who sUceedly o«,«> the 
,««snntSss, and also.of eourso.you can shook ths 

ror X dlvldsnd dates. Xhc only thin. X think 
*«• woooneant. .ant«l to do i. check the r«,o«u, 

«- 0tt»r meows, th. ,«,ow of confimation. a. 


..VC.;, ; kWinst th. stock recow hook, but I don't think 




»«»t it «m be too Buoh of a Probl®. 


■ V'> *■ **'. 


M. SU81H, Ho. w, have been engaged In thm. 
ptasw as the receivers had set do»m on earlier 

••.«ng, ,'t th. location tracing ^ dividends, tracing 
to >fw«>o.a Of any securities o.. hand to those that 
oein. to euetcBors. and also the verification 
that did go out to cu,t«ers m ow.r to 
•WHsia thwr legal status a.., a. a guide m any 












up Tqr 0M llquldatloii ot bank loans, I hava 

';.WV•*♦.'■'•*' <•-. . ■ . 

^ f of |6I4,0C0* froD which X hawa 

kU ckligatlODS or stock of Ooramantai 
V '" *^^*^*^ corporation, and taking out 531 , leaving | 83,000 

v‘Vi'1 * ‘ ■''' •' 

I ^ dallvarad ay own aeourltias, lass 4 lOO 

»,■'sh.'*’ .^1 ^' 

- ***• ktsalvara will have to pay, froa Banicars 


•*** also tha froa saourltiea that I had at the tlaa« 


aad thasa have a total valua, with tha sala of real 
IWParty that Is acodns through, of £ 71 * 000 . 

/. i,. ■’ 

■ tripping out ovary thing I ecao 
♦UO/OOO, adding up to $ 193 , 000 . 

: * tha aaolty in tha bank loans as I saa thaa 
^ $lA8,000. 80 «a are now talking about 
' 1390,000 of llottid sasurltlea against which ara tha 


aw,wwu w Axquxo sasunciea against which ara tha 
itowu .nillim’ 43 . 000 , 46,000, plw. tb. cattoouf 

*• t'< . J 


*'^•7 , 

4.*^* *jr* 
i^ * • 

#1 


V ^>4. "• ^ 


aoaoiiata, so it seeaui to ba about $ 100,000 axoess bafbra 


.* f*® •tan go Into tha fixed assets. 

[»’ t 1 k> % 

v**^ .!* ; • ^ caa*t quite follow the other arithnetlo. 


<» »• T ^ » 


tek paaaibly if X could subadt to the Court ny own 


' li V‘» > ’ 


of tha simatlon and point out how things are 


mmring X think wa sight be able to get aloi«. But If we 


Calayiag tha thing It la going to waste the estate. 


V ' ^ dai»t propose to waate it ary longer. 




Wa have been under wraps since February two 


— s ' r 

4 . ' 
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nastlqg Hilsuaitlmi tho way it u now^ air. 

TBK CODRTt Cartalnlj I would auggoat you auUBj,t 
•* • 
your plan or liquidation to tho rocolvora and lot th«M 

reviaw It* 


HAKRI81 Wa hara baaan llquldatiqg^ 
but X will ba glad to eonaldar anything fbrthar* 

t ■ ' .» 

TUB CCURTi I think X undaratand what 
Mr. Tllnoy la attai&ptlng to aay* He would ilka to plak 
up tha pace of liquidation. Xia*t that what you ara 
^Ing to aayt 

HR* TUHSTt Plok up the paoo and aatabliah ' 

f. J * 

^ progztSQ'for ocnplatlng It at the earlieat praotioal 

mmentrn . 


‘ V, THB COURTS All right* 

f> THHEfi Xh othar woxda* thaaa gentlaMBi 

■ .■'"I' 

• have dona a fine Job, 1 am going to aaaure you of that^ 

/ but for two yean X was strapped to tha maat and X 

; aculdn»t move. Srary tlma I aold a aeourlty it went 

\ • 

>*:• •**^*“* • bank loan* X oouldn't get liquldlty.gnd i have 
dnaiaaaat whlah ahowa Hr* Olaxka waa praaant tha 
, d|Ur I mat with tha banka In Xuna of I966 whan I 
ahowed 4 net eaah dafleieney of $Ao *000 and they told 

k * ; 

■ m to keep on operating. Row waa I going to do that T 
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;; r'v < You appolntad thm on tht 

"* ^ **“ hoxidv*. *0 1 WOUM 

45 dijra. 

: r V » 

:^! ' ' ^ «>»y haw ahom a g^u 

a«*i M «n»aitio(i«naM. 

UK nURTt 1 think thoytaTe Dona a an 


I Absolutely 
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Joseph C. Hogan. Receivers 
Compny and Frederick Tilney 
2^2 Edison Avenue ^ 

New York. N. Y. 

Gentlemens 

oTrirniii 

J.«ricn_Couut. SoutHenn ,,, 

In«rSc??o^fcrttrr2«?verri™c?Sder(arre® “"'“f ‘''® 

tion of the available books, records and examina- 

Tilney & Company and Frederick Tilnev and material of 

the affiliates, all of which were records of 

explanation and in a non current state^^lhf®' lackuig adequate 
of all transactions of thrjeceLersirp duri^r^r'• 
covered by this report; and (c) consultat^^i ^ interim period 
receivers and their counsel of the J^lia^ioL ?n review with the 
the proper treatment to be accorded the i/e.-” assigned and 

items included in the financif? ^ questionable 

footnotes thereto. atements. as explained in the 

r 

Our examination did not include e- 

tibns to customers and other creditors obliga- 

receivers. m lieu thereof Iroaft^f ? instructions from the 

creditors will be examined in the subseqienrp«iod. 

ScSe5uief'ris^ed^rn'?i;e^in'3lx°™h\“rd ^^”re"r5'^‘* Supporting 

the footnotes to the financial s?atementj? " injunction with 

in view of the above, we are orecluded 

on the financial statements as a whole. o^^pressing an opinion 


Vei 


*^r^y yours. 




r~< 


on 










Z. AZAN HARRIS AND JOSEPH C. HOGAN, RECEIVERS FOR 

Tilnay & Company 
and 

Frederick Tilney 

Notes to Financial Statements 
_December 17, 1967 and May 31. 196fl 


Note 1 - History of Receivership Proceedings 

By order of the United States District Court Southern 
District of New Y^k, dated December 18, 1968, Tilney & Company a 
iprtnership engag^ as a securities broker-dealer, and FredwiJk 

individual and general partner of Tilney & Company, were 
receivership. I. Alan Harris and Joseph C. Kogfn » 

appoint^ receivers. The order followed a motion brought bv the ! 
Securities and Exchange Commission on November 28, 1967 as a result- 
of certain alleged financial and operating deficiencies which 
include violations of the "Net Capital Rule" under Section lS(c)<3) 
of the Securities Act of 1934. 


Note 2 - Transactions With Related Persons 

♦-« os -P'® records of Tilney & Company and Frederick Tilnev relat-s 

f^il?" transactions with members of the Tilney 

ramily, which must be carefully reviewed The «■ a. ^ 

accorded these items can materiauj l?|^t tSe ^smon 
general unsecured creditors. Included in the "'inaneiai other 
transactions involving Dorothy Tilney wife^of^ 

Tilney children consisting of Kathleen, Dorothy C. and^rederick. 

has nof respect to transactions involving Dorothy Tilnev it 

any, she may b^®^iig ?o Frelelick amounts,' if 

transactions which should be considerii in thirregart®a^‘’her^‘"’ 
interests in Tilney & Company and in other affil^^^^- ® f . 

J“def[r^i‘i[neC ; 

loans by Long Island National Bank to Tilnev & 

Oovernmental Statistical Corporation? I;i"l^her‘^?:rso"L!"eith- 
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? :.no 2 - Transactions With Related Persons (cont'd.) 

With respect to the financial statement of Tilney & Company 
w« wore informed that Dorothy Tilney was a limited partner to the 
extent of her investment of $2,500.00. The partnership agreement 
was not available for examination. Accordingly, advances received 
from Dorothy Tilney were tentatively treated in the financial 
• t.itcments. pending review by counsel, as amounts owing to her: 


Unsecured liability: 

Contribution to partnership on August 9. 1967 
31 shares National Bank of Alaska - valued at... 
Cash advances - August 10. 1967 to December 17.*1967! 

Liability during receivership: 

Payment of rent (from proceeds on deposit 

in joint checking account). 

Less cash drawn on Tilney & Company bank account 
to Dorothy Tilney after appointment of receivers... 


$1.860.0( 
180.0( 


$2.040. PC 


$1.050.0( 


further review by counsel is the return to Dorothy 
Tilney of 53 shares of Matinecock Bank stock which was registered in 
her name but was reflected in the account of Tilney & Company as a i 
contribution to capital by Frederick Tilney (see Exhibit B) and stock 
shares of National Bank of Alaska on contribution of 
August 9, 1967, stock which she received personally. 

Included in the financial statements are the followina 
amounts owing to the Tilney Children: ^ 


Tilney & 
Company 

Customer accounts - details of - 

security transactions were 
unavailable for review 

(Schedule 14). $29,058.40 

Notes payable - gifts (Schedule 23) 

Unpaid interest on notes. 

$29.058.40 


Frederick 

Tilney 


95.680.00 

37,400.00 

$133,080.00 


other minor cash transactions involve cash advances 
between Tilney & Company and the Tilney family members during and 
immediately preceding the receivership period. 
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..,, ^ 1 . Invastmcnt In and Receivable From Affiliated Companies 

The investment in and receivable from affiliated companies, 
Tilnoy Company and Frederick Tilney, representing in excess of 
)/4 of a million dollars, are reflected in the accompanying finan¬ 
cial statements at zero on instruction from the receivers, based 
on their view that the value of this claim is not determinable at ] 
this time, and any amounts which may ultimately be realized are 
|itiroly speculative. Accordingly, an allowance for the full loss on 
investment and advances have tentatively been provided. Refer to 
ftchedules 9 and 10. 

It was not possible at this time to determine independently! 
from the books of account of the affiliates, the debtors' equity in 
the underlying net assets since the records of these affiliates are 
incomplete and have not been maintained on a current basis. With 
respect to Governmental Statistical Corporation it is our under¬ 
standing that the books of account were last closed as at September 
30, 1965 and Federal income tax returns have not been filed since 
that date. Frederick Tilney and Tilney & Company interests in the 
following affiliated companies at May 31, 1968, consist of the 
following: 

Percentage Notes and i 

Shar es of Interest Investment Advances 

Tilney & Company, Inc. 


Frederick Tilney. 

90 

90% 

$ 9,000.00 

$ - (a) 

Tilney & Company. 

- 

- 

- 

38,216.821 

Undetermined.... 

10 

10 

- 

• 


100 

100% 

$9,000.00 

38,216.82 

(a) Not presently determinable - 

records are 

incomplete. 


Governmental Statistical 
Corporation ($5 par): 
Frederick Tilney. 

1,620 

36.8% 

8,100.00(b) 

25,000.00 

Tilney & Company. 

1,025 

23.3 

5,200.00(c) 

636,106.80 

Dorothy Tilney. 

740 

16.8 

- 


Edward P. Schroeder... 

490 

11.1 



Former employees, etc. 

525 

12.0 

- 

- 


4,400 

100.0% 

$13,300.00 

$661,106.80 

(b) Stated at par value 

(c) Unexplained as to $75 excess 

over par value 


Tilney Construction Corporation, 

Inc. (no par) 


Frederick Tilney. 

74 

74% 

740.00 

58,387.90 

Dorothy (R.McCabe)Tilney 

5 

5 



Camilla H. Tilney. 

20 

20 

• 


Edward P. Schroeder. 

1 

1 

100% 

- 



100 

$ 740.00 

$ 58,387.90 


Tilney Construction Corporation, Inc. owns certain real 
estate investments. Tilney & Company, Inc. and Governmental 
Statistical Corporation were primarily engaged in various phases of 
the securities business, and were an integral part of the operations 
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jfote 3 - Investment In Receivable From Affiliated Companies 

with Tilney & Company. Tilney & Company. Inc. was genera11^I 
successor to Tilney & Company. ^ 

debtor, transactions among the 

debtors and affiliated companies that are not fully exolained and 

the substantial investment 
by the debtors, further analysis and review are required in order 
to insurd maximum recoveries. In addition, certain unpaid obliga¬ 
tions appearing in the name of Tilney & Company, appear in the ^ 
records as obligations of the affiliates and hive hlen omitted from 
the accompanying financial statements and supporting schedules 
pending legal determinations as to who is liable thereon It is 
Frederick Tilney's contention that such creditors were advised in 
advance, and. accordingly, the invoices are improperly marked 
See schedule 13. r j • 


Note 4 - Cash in Bank 

Cash in banks at December 17. 1967 and May 31, 1968 aonear 
at schedules 5 and 18 and include certain joint accounts of 
Frederick and Dorothy Tilney which may not necessarily represent 
assets includable in the receivership and is subject to review bv 
counsel. Not all of the respective bank accounts included therein 
have been transferred in the name of the receivers. A summary of 
cash and overdraft balances follow; ^ 


December May 31, 
17, 1967 1968 

Cash in Banks “ — - 

Tilney & Company. $10,639.37 $41,561.95 

Frederick Tilney. 3,457. 57 3.097.52 

$ 14,096.94 $ 44.'659.4T 

Overdrafts 

Frederick Tilney (includes 

$1,102.55 during receivership 

. $ 824.22 $ 1.577.18 


. $ 824.22 $ 1,577.18 

At May 31, 1968 a total of $7,995.82 of cash in bank may 
be subject to possible offset claim by Matanuska Valley Bank. 

See note 12 relating to bank overdraft of $10,698.49 
reduced to judgment in October 1967. 

Mav ■»! securities in excess of $160,000 subsequent to 

roduoi^ ®^g"^ficantly increased the bank balances and 

‘cauced bank loan balances. 
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tinfca 5 » Securities 


Securities are stated in the financial statements on the 
basis of market values, proceeds received in subsequent period sales 
or estimated realizable amounts furnished by the receivers where 
current market values were unavailable. The details appear at 
schedules 7, 8 and 19. A summary by period follows: 


Securities valued: 
Tilney & Company 
Frederick Tilney 


Securities pledged under loans 
and guarantees (see 
Schedules 12 and 20): 

Tilney & Company... 

Frederick Tilney. 


December 
17. 1967 


$694,921.97 

67,565.86 

$762.487.83 


616.096.28 

49,771.75 

$665,868.03 


May 31. 
1968 

$346,967.97 

45,296.50 

$392,264.47 


218.882.72 
$218,882.7?, ' 


Securities held by Tilney & Company are registered in the names of 
Frederick Tilney, Dorothy Tilney and Tilney & Company, etc. Based 
upon the records maintained, generally it has not been possible to 
identify securities in the portfolio specifically owing to cus¬ 
tomers - see schedule 15. 


Detailed records relating to cost and acquisition were 
unavailable for examination. 

Certain securities held by the receivers at May 31, 1968 
having a value in excess of $12,000 which relate to certain 
repurchase agreements have not been included in the foregoing 
summaries pending determination as to ownership. 


Note 6 - Judgment Claim - D. Raymond Kenney & Co. 

A motion for summary judgment was granted in June 1968 
against D. Raymond Kenney & Co., a securities broker-dealer, in the 
amount of $107,815.49,plus interest, from September 30, 1966 in 
favor of Tilney ^ Company. Tilney & Company was involved in a 
joint venture with the defendant and the accounts of Tilney & 
Company at December 17, 1967 reflected the open account stated plus 
accrued interest at 8% which aggregate $117,574.96. Inasmuch as 
the financial responsibility of the defendant to meet this judgment 
is in question, the receivers requested that this amount be 
temporarily excluded from the financial statements, pending further 
inquiry and ultimate determination as to the realizable value of 
this claim. 


«r 


5 

■. OKRNAHO ORCIOINOKR • COMRANV-CKRTIPICO PUOLIC ACCOUNTANTS, N. V. 


74 

















7 - Real Bstate 

Rc.ll estate of Frederick Tilney included in the financial 
»t.it<*nont at May 31, 1968 is summarized as follows: 


Residential property and adjacent lots - 

Centre Island, New York..$135,000.00 

Vic.int land - Centre Island, New York. 25,000.00 

V.ic.int land - Douglas and Anchorage, Alaska.. 24,135.70 

$184.135.70 


The v.iluns stated for the Centre Island properties were furnished by 
the receivers, based upon the report of independent appraisers. The 
• lu:.tilud appraisal report itself has not yet been submitted for 
uxamxn.ition and review. It is our understanding that the residen- 
ti.tl property and adjacent lots are in the name of Frederick Tilney, 
wh«Tcas the vacant land in Centre Island. New York is held in the 
ri»ro of Frederick and Dorothy Tilney, as tenants in the entirety. 

With respect to this latter property, the values attributed to 
I'rc.lorick Tilney may be subject to redetermination based upon the 
conclusions as to ownership . 

In the absence of records as to cost or appraisal values, 
the Alaskan properties were temporarily stated in the same approxi- 
r ito amounts as the liabilities encumbering such properties, thereby 
I «•! looting no equity therein. It is our understanding that Frederick 
M..I Dorothy Tilney and Richard and Ellen Sassara of Alaska own the 
Am.*horage property as tenants in common and that Frederick and 
Dorothy Tilney own the Douglas property. These matters are present¬ 
ly under review by counsel. It is the contention of Frederick 
Tilney that he is owed a sum of money from Mr. and Mrs. Sassara in 
iho .amount of $5,467.00 for acquisition costs and mortgage install- 
r«*nts paid, less undetermined allowance for carrying costs advanced 
by the Sassaras. 

Closing statements and details of acquisition as to all 
ptupertics were unavailable for examination. 


f .’uto 8 - Fixed Assets 

assets of Tilney & Company are stated in the financial 
latemonts on the bapis of historical cost,as recorded in the 
.accounts, less accumulated depreciation, and comprise a number of 
•»u o.nobilos and various office furniture and equipment. Current 
•>i’pr.tiscd values were not available. 
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Note 9 - Life Insurance - Cash Surrender Value and Applicable Loans 

The following is a summary of life insurance policies 
wherein Tilney & Company is both owner and beneficiary: 


New England Mutual Life 
Insurance Company 
(Dorothy Tilney) 

Massachusetts Mutual Life 
Insurance Company 
(Frederick Tilney) 


With respect to insurance carried on the life of Frederick 
Tilney, there are seven policies whose cash surrender value less 
applicable loans are temporarily stated in the financial statements 
in the approximate net amount of $22,000.00. Communication with 
certain of the insurers reveal discrepancies as to the ownership 

beneficiary status of such policies. Accordingly, the cash 
realizable value of such policies are subject to further review and 
determination. 


Cash 

Surrender 
Policy# Value 


2214918 $12,995.85 


2465410 18.237.24 

$31,233.09 


Principal 
Loan and 

Interest Net Cash 
_Due Value 


$12,247.21 $ 748.64 


17_, 547.06 690.18 

$29,794.27 $1,438.82 


_10 ~ Liabilities Incurred Durincf Receivership Period 

^ provision has been included in the financial statements 

for undetermined fees and administration expenses in connection with 
the receivership proceedings, which are subject to approval bv the 
Coxirt. ^ 

Various expenses incurred during the receivership ($907.16 - 
Tilney & Company; $6,045.87 - Frederick Tilney) are subject to reviev 
by the receivers and counsel - see schedules 13 and 22. ' 

Note 11 - Federal Income Taxes 

There i5 an appeal pending before The Tax Court of The 
United States by Frederick and Dorothy Tilney for abatement of 
income tax deficiency in the amount of $1,343.89 relatino to the 
ta^ble year ended October 31, 1962. Federal income tax and 

for Frederick Tilney and Tilney & Company. * 
OcJSk'' subsequent to the year ended 

' “"dorstanding that as a result of sub- 
etantial business losses incurred for the year ended October 31. 

1567, no additional Federal income tax will be owing. 
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« .t<. I J . JuJamont-Croditor - First National City Bank 

Xn October 1967, First National City Bank reduced to judg- 
.%n ovordMft balance of $10,698.49 in the Tilney & Company 
. account, number 092-81654-2633, located at 399 Park 

New York, N. Y. The ^nk statements, cancelled checks and 
u%i\ atlvices covering the period of July and August, 1967 relating 
tho underlying factors causing the overdraft were unavailable 
f. i iMir examination. A photocopy of the bank statement for the 
j i»»*l Aiujust 1, 1967 to August 21, 1967 indicates the .possibility 
. f ntther certain irregularities in handling of charges to the 
*< ('ount or undetermined and unentered withdrawals of funds. The 
ntfor in presently under review pending the receipt of additional 
• Mf. iration from the bank. 


v..»« i 11 - Notes Payable - Banks 

In general, substantially all loans payable to banks are 
• a.-urod by collateral except for a loan from the Tinker National 

in the amount of $98,000, as summarized at schedules 12 and 20. 
U tthould bo noted, however, that the extent to which the loans are 
•'•tll.iteralized are dependent upon the valuation of the securities 
involving Tilney & Company, Governmental Statistical Corporation, 
li»’*l*Tick Tilney and Dorothy Tilney, relating to loans at Long 
lal.tiul National Bank. 

Substantial amounts of securities pledged as collateral 
> ivo been sold during the receivership (including subsequent to the 
of financial statements) which have materially reduced obliga- 
? lorirj to banks thereby further releasing excess collateral for the 
>«’:>«jfit of other creditors. 


*.>» tol4 - Mortgages and Deeds of Trust 

^ Liabilities under mortgages and deeds of trust by Frederick 

iilncy in the amount of $53,283.47 are summarized at schedule 21. 
«ith respect to the indebtedness applicable to the Alaskan propertiei 
• '» h aiwunts are stated in full subject to opinion of counsel as to 
•'I'I'ortionment among the respective owners (see note 7). 
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Note 15 - Liabilities to Customer 


A suiTunary of amounts owing to customers appears at schedule I 
14 and is classified by nature of indebtedness to each customer. " 

The major portion of the indebtedness to customers arises in connec- 1 
tion with undelivered securities. For purposes of financial report- i 
ing» current market prices were employed as a basis of reflecting ! 
the liability to customers, pending a determination by counsel as to 
whether the normal rules of damages or any other method shall apply. 

At May 31, 1968, the market value of securities owing to customers 
exceeded the underlying cost to customers by approximately $27,000 .i 
and is reflected at schedule 15. ' |; 


A question exists as to whether Tilney & Company actually 
conducted transactions with customers as principal or agentr This is 
subject to further legal inquiry. As indicated in note 5, it was 
not generally possible to relate securities owing to customers with 
securities actually held. 


'i 


JAt the request of the receivers, the scope of examination 
did not include direct communication with the customer to verify 
amounts owing to him and the nature of the accc^untJ Requests for 
filing proofs of claim have not yet been made.' In connection with 
certain attachment proceedings, Alaska State Bank paid certain 
unidentified customers $22,014.37. Accordingly, the detailed 
supporting schedules are subject to this modification. 


Note 16 - Liabilities Incurred Prior to Receivership 

Liabilities incurred prior to receivership include trade 
obligations of Tilney & Company in the amount of $47,224.02, due 
to Francis I. duPont & Co., $3,104.91 in connection with security 
transactions, and accounts payable of Frederick Tilney in the amount 
of $20,080.04. For financial reporting purposes, the accounts 
payable of Frederick Tilney include all unpaid obligations, includ¬ 
ing those incurred for Dorothy Tilney and the Tilney children and 
are subject to review by counsel and possible adjustment. 

As previously noted, we were requested by the receivers to 
omit verification of liability balances by direct communication with 
creditors. 'Further, requests for filing proofs of claim have not yet 
been required of creditors.'* 
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Vote 17 - ContincTcnt Liabilities and Pendixig F.?riancial Matte rs 

- ^ following is a summary of certain contingent liabilities 

and pending financial mattersi « 


a) 


b) 


c) 


In connection with a collateral loan agreement with the Long 
Island National Bank there are cross guarantees involving 
Tilney & Company, Frederick Tilney, Governmental Statistical 
Corporation and Dorothy Tilney. It is our understanding that 
the unpaid balance on the loan to Governmental Statistical 
Corporation amounts to $62,000. 

In connection with certain unpaid real estate applicable to 
the Alaskan properties owned in part by Frederick Tilney, 
there is a threat of a foreclosure proceedings. 

Tilney & Company may be contingently liable to the City of 
Nome for damages resulting from failure to place a $910,000 
water and sewer revenue bond issue. Governmental Statistical 
Corporation may have a claim against the City of Nome in 
connection therewith. 

d) Details as to any possible liability of Tilney & Company and/ 

or Frederick Tilney under repurchase agreements are not fullv 
determinable at this time. ■' 

e) The financial statements do not provide for any undetermined 
interest and penalties. 


Note 18 - Capital Deficiencies 

Based upon the financial statements of May 31, 1968, as 
presented at Exhibits A and D, the tentative deficiencies are 
summarized as follows: 


Tilney & Company 


Liability 
Class 

Receivership 

administration exp.$ 1,957.16 
Priority creditors... 13,117.08 

Secured (and partially 

secured) creditors 154,127.13 
Unsecured creditors.. 294,036.08 

463,237.45 

Tentative Deficiencies 

$463,237.45 


Available 

Assets 

$ 1,957.16 

13,117.08 

154,127.13 

225,481.95 

l94'.683.32' 

68,554,13 

$463,237.45 


Frederick Tilney 

Available 
Assets 


Liability 
Class 


$ 9,377.02 $ 9,377.02 

4,120.89 4,120.89 

55.358.10 55,358.10 

252,910.04 185,876.71 

T21.766.6? I54:'732.72 

_ _ 67,033.33 

$321,766.05 $321,766.05 


It should be noted that the foregoing gives effect to variou 
tentative accounting adjustments, omits valuations for certain assets 
and provision for undetermined receivership administration costs, and 
IS subject to realization of the values therein stated on forced sale 
*f 9 U^^^tion. Subject to these limitations, the unsecured creditor 
of Tilney & Company may still realize 76.68% of the face of the debt 
and the creditors of Frederick Tilney may realize 73.49% of the face 
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Wot« 18 - Capital Deficiencies (cont'd.) 

of thair debt. On a coiid>lnad baals the amount unsecured creditors nay 
realize would approxlnate 75.21Z. 


1 
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naniT a 


I. ALAH HARRIS AHD JOSEPH C. HOGAN, RECEIVERS FOR 


Tllney 4 Con5>any (A Partnership) 

StateMnt of Assets» Liabilities and Partners* Capital Deficiency 


Assets 

Cash in hanks (Schedule (Note U): 

ATailsble for vlthdrawal • 

Chedclng aceo\nts . 

Time deposit . 

Subject to possible rl^t of offset - 

Cheeking accounts .... 

Certificate of deposit .... 

Receivables • other than affiliates: 

Due froB eustOBsrs on seeuritgr transactions, 
Less allosanoe for estlMted uncollectible 

baltnees.... 

BstisBted realisable Taltp to tbs extent 

of offsete sad collateral held...... 

Interest receivable on bonds (subject to 
right of offset exercised on be^ loan 
as of Deeaid)er ITt 1967 « $6,926.kki 

May 31, 1966 - Hone). 

Judgment clain against brcke r >*d ea l e r, 

D. Raymond Kenney & Co., $107,815.^:9, 
plus interest -> estimated realisable 
value not presently detenalnable (Rote 6) 

Securities ovned by fins, general partner, 
and limited partner, at market values, 
proceeds realised on subsequent sales 
estimated realisable values; pledged as 
collateral $616,096.28 - Decesber 17, 
1967; $218,882.72 - May 31, 1968 
(Schedules 7 ai|^ 8) (Rote 5). 


Decesber 

IT. 1967 


9.607.09 


69U.921.97 


Investment in and receivable from 
affiliated companies (Rote 3): 

Oovemmental Statistical Corporation 
(includes 7^ sinking fund notes 
of $89,000 - December 17, 1967 and 
$59,000 - May 31, 1968) pledged as 
collateral for bank loan(Schedule 10). 678,202.70 

Tilney 4 Coa^any, Inc. (Schedule 9). 19*t.901.82 

873,104.52 

Less full allovance pending determin¬ 
ation of realizable amount. 873.104.52 


May 31, 

— 


$ 1,257.19 

$ 8,566.13 

- 

25,000.00 

2,382.18 

995.82 

7.000.00 

w.bv.yi 


1. ,058.58 

3,967.96 


^.079.10 

888.86 

888.86 

8,718.23 

1,628.75 






<1.1,306, ao 

VI'016.88 
6TO.«3.ft 


ai 


I 

















A—1» (Contlnmd 


D«eeiil>«r 
17. 196T 


TlMd aMatSt at cost, Ims aeeianlKted 

itpraelation of $li6,719*90 • DeeeiA>er 17 1 19^7; 

Il^^OOO.OO - Migr 31, 1968 (lot* 8).8 2,b77.07 

<Saih tinmodor Talus of lif* insurance, less loan 

principal and interest of $29»79^*27 (Hots 9),.. l.U38,^ 


Sdbjeet to eoanents contained.-in-letter of 
tranealttal and notes to financial statenents. 

IdabilitisB and Capital Dsficien 

LiabiUtiest 

Incurred during reeelrership (Mote 10 )t 

Aseounta pagrable (Sehfdnle 13)...8 

AdTsacea Iqr Dorot^ Tilner • limited partner.. 


Incurred prior-to reMiTerahip (subject to 
future flliaf* of proofs of elaims ) - 

lUwa piqrcbl* (Schedule 11). 2.4l8,;}9 

Judpmat creditor •> Fiat Hatlonal Citr Bank 

of Her ToA (Mote 12). 10.698.U9 

13.117.08 

Secured and partlalljr secured (subject to valu¬ 
ations of eollateral pledged) - 
Notes pagruhle - banks (Schedule 12)(Note 13) 6$7,3U7.00 

Interest pacrabl* - banks. 5.987.27 

663 ^ 334 . 5 ? 

Onsecured creditors - 

Due to cuBtomers .(Schedules lU A 15 (Note 15) 

Securities owing to cuatoners, at closing 

market values. 176,723.50 

Cash owing^on securitgr sales. 70,950.07 

Dividends pagraible....... 2,623.23 

Less unallocated payments to customers.^.... (22.0lU.37) 


2,Ul8.59 

10.698.U9 
a. 117.08 


188,350.79 

70,950.07 

3,922.61 


Total . 228,282.43 241,209.10 

Accounts payable (Sdiedule 13)...... 47,224.02 47,224.02 

Due to broker - Francis I. duPont A Co. (Note 

16 ). 3,104.91 3,104.91 

Due to enployee. 23.05 23.05 

Due to Dorothy Tilney - limited partner (Note 2) 2,040.00 2,040.00 

Due to Kathleen Tilney - loan payable (Note 2 ) 435.00 435.00 





















? • V; . ' -3 ^ 



IJ.iibilitl»5 md Capital D ^fleltncy (Cont inued ) Deceiii>er 

IJj. 1?.§I 

CoQtittgent UabilitiM and pending financial 
natters (Note 17). - 

Total Uabilities. 957.560.76 

Partners* capital deflcienejr (Exhibit B ) 

(Note 18). (238.U76. lilt) 

Total Litf>llitles and Partners' Capital 

Deficiency.. $719.08h.32 


****** 
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8t«f—>t of Ag«»ta. Liabilities and Capital Defleicn 




bcbibit d 

I, ALAI HARRIS AID JOSEPH C. HOGAH, RECEIVERS FOR 


7r*d»rldc Tilney (An Individual) 


Securitias under reptirchase agreement, subject 
to detendnation of ownership (Note 5). 


Assets 


Cash In banks (Schedule l8) (Note U): 

Frederidc TUney - 

Checking accounts . 

Savings accounts . 

Frederick Tilnegr in trust’ for 

Tilaey children (savings accounts). 

Frederick and Dorothy Tilney in trust for 

Tllney children (savings accounts). 

Frederick and Dorothy Tllney Joint account 
(including savings accounts, $38U.20 at 
Deceril>er 17, 19611; $23l».20 at May 31, 1968) 


Investnent in securities, at market values, 
proceeds realised on siibsequent sales or 
estimated realisable values, pledged as 
collateral for bank loans, $1>9,771*7!$ at 
Daeadber 17, 1967; none at May 31, 1968 
(Schedule 19) (Note 5). 


December 
n. 1967 


$ 1,076.U0 

593.5U 

371.69 

380.33 


Real Batata (see applicable mortgage debt) 

(lota 7 )t 

Raaidantial property and adjacent lots - 
Centre Island, New York, based upon 

approximate appraised values. 

Vacant land - Centre Island, New York, based 
upon appraised valuss. 


135,000.00 

25,000.00 


135,000.00 

25,000.00 


$ 2,613.75 
31.U3 

79.07 

130.33 


Investment in and receivable from affiliated 
coqpaniesx (Note 3) 

Tilney A Coa^any's capital deficiency 

(see Exhibit A). 

Tilney 4 Company, Inc., at cost. 

Tilney Construction Corporation, Inc. at 

cost. 

Governmental S^tistical Corporation.... 


Less full allowance pending determination 
of realisable anomt . 


(238,U76.UU) 

9 , 000.00 


(68,55U.13) 

9 , 000.00 


33.173.77 






















PCHIBIT D 




A8«rf (Continued) 


Deeenber 
17. 1967 


Vacant land - Douglas and Anchorage, Alaska, 
stated at amount of approximate 

eneiinbranees (see Sehedtile 21). 23.585.70 

183 : 585.70 

Advances to family nenbers, during receivership 
I>«rlod (details as to financial transMtions 
vlth DoTOthy Tilney, wife, are not presently 
dciteminable) (Note 2)........ i .. 

Cash surrender value of life inauranee, less 
applicable policy loans, at estimated valties 
(svibjeet to determination of ownership) 

(Note 9). 22.000.00 

TbtaX Aaaetf..... 

Subject to eoaaents contained In letter of 

transmittal and notes to financial statements. 

Liabilities and Capited Deflelenev 


Liabilities: 

Incurred during receivership (Note 10): 

Real estate taxes .. $ 

Bank overdraft (Schedule l8)... 

Accounts payable (Schedule 22).. 

Incurred prior to receivership - ' 

Priority creditors • 

Real estate taxes (Rev York and Alaska). 2,777.00 
Federal Income taxes, excluding Interest 
. under appeal (Note 11)... 1.3^.te 

Secured or partially secured creditors 

(s\d)Jeet to valjiatlons of collateral pledged) 


Notes payable - banks (Schedule 20)(Bote 

13). 26,000.00 

Mortgage and deeds of trust (Schedule 21) 53,809.88 

Bank overdraft (Sehedxile l8). 82k.22 

Accrued Interest - banks and mortgagees. 2.000.00 


Ikiseeured eredltnvs - 

Notes payable - baldc (Schedule 20)(Note 13) 98,000.00 

Notes payabls * Tllney children (Schedule 

23) (Note 2). 95,680.00 

Accounts payable (Seheduli 22).. 20,060.0ii 


May 31, 

1^8 



203.0C 


22.000.00 

^ 3 »*. 732.72 


2,228.60 

1,102.55 

g»Q>»3.87 


2,777.00 



1,000.00 

53,283.>»7 

m.63 

600.00 

98 , 000.00 


95,680.00 

20,080. Oil 


as 

















EXHIBIT D 


LiAllltl»« Cmnital Deficiency (CoptlnuejQ. 
AeoruAd interest - tank.T;,*!* 


Contingent liebllities and pending financial 
■atters (Bote 17).... 

Total Llablitiea.. 

Capital deficiency (Exhibit .. 

total Liabllitiea and Capital Deficiency.... 


December 

17. 1967 

May 31, 
1968 

PW.UlO.ol* 

1,750.00 
“^T.UOO.OO 
252.910.OU 

$335,165.03 

$321,766.05 

( 58,555.90) 

(67,033.33) 




****** 
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SCHEDULE 1 
i of 2 


I. AIAS ILARRIS and JOSEPH C. HOGAN, RECEIVERS FOR 
Schedule of * Company 


I 

i 


examinationacquisition were unavailable for 
Tiliey?^ ?175.43 applicable to securities of Frederick 


L.I. National Bank.. 
Valley National Dank 
Victoria Algoma. 


Shares Amount 

4 ' $ 78.35 

3 I 88.35 

50 . 8.73 

$ 175.43 


****** 
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I. ALAR HARRIS AND JOSEPH C. HOGAR, RECEIVERS FOR 


SCHEDULE 12 
Pa 0 B 2 of 2 


Tilnay A Company 

Schadule of Rotes Piarable Banka and Accrued Interest 
Deee^er 17 ^ 1967 and May 31. 1968- 



Securltiea($100,000 Parma Central School District - 3.6^ due 12/1/93; 
IkO.OOO City of Faiz^anks - due 1/1/86; $30,000 City of Fairbanks - 
5J{ due 1/1/80; ^,000 City of Fairbanks - 61! due 1/1/7 a) which were 
carried in the accounts of Tilney A Company, Inc. were pledged as 
collateral a^dnst Fiteiklln Rational Bank loan, were sold during Febru¬ 
ary, March and April 1968, and the proceeds of $156,685.00 were applied 
affdnat loan balance of Tilney A Coapany. Ihe securltiea wera origi- 
nallj purchasad by Tilnay A Company and tranaferrad by Journal entry on 
RoeeMber 17, 1967 to the accounts of Tlln^r A Company, Inc. in the 
aaount of $177,989.70, resulting in a llahillty from Tilnegr A Company, 
Ine. to Tilney A Company in this amount, lha explanation fbmiahad by 
Fredariek Tilnay was that Tiln«y A Company acted as noadnea for Tilnay 
A Coivwy, Ine., which is inecnslstent with the presentation in the 
fianeial report of August 9, 1967. Raeorda of the original purchase 
price paid by Tilnay A Company were unarailable for examination. The 
deficiency of $ 21 , 30 A .70 between the price at which the securities were 
transferred to Tilnay A Coqpany, Ine.( $177,989.70) and the sales pro¬ 
ceeds $156,6^.00) are included in the reeeiTahle account doe to Tilney 
A Company by TUn^ A Company, Ine. Interest earned on the bends were 
tentatively carried as ineoms to Tilney A Company, and is subject to 
reriew. 


(2) Tllnsy A Company, Fredariek Tilnay and Dorothy Tilney were contingently 
liChle as guarantors to Long Island Rational Bank of a loan due by 
Governmental Statistical Corporation in the amount of $62,000, plus 
Interest. Accordingly, part or all of such excess collateral may be 
subject to terms of such guaranty. Govemsmntal Statistical Corporation 
has guaranteed the loan of Tilney A Company. 


(3) $30,000 Goverpmmntal Statistical Corporation 7-1/2JI sinking fund notes, 

due December 1, 1969, with interest in arrears, were held by Long 
Island Rational as coUatemd. and were redeemed in February 1968 at 
face, plus accrued Interest due of $10,518.75* The proceeds were 
applied by the bank against loan principal of Tilney A Company. Col¬ 
lateral at May 31, 1968 consisted of $59,000.00 notes. 


(A) At values: 

(A) Marketable securities at closing market values.... 

(B) Proceeds realised on subsequent period sales .... 
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SCHEDULE 12 
Pag* 2 coa'td. 
of 2 

(C) Seciirities in closely held public corporations not 

regularly traded - at valuations estimated by receivers 
(based upon bid and negotiated prices that may ultinn* 

ately be realized. Il8,5l6.l6 

$218.882.72 


(50 Accrued unpaid interest of $5»**90.U6 for the period December 17» 1967 to 
May 311 1968 was aidded by bank to loan principal.. The bank followed 
this policy prior to this period. Therefore, the bank computes and 
charges interest on the ,loan principal plus unpaid interest. 


****** 
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HOH. DAVID N. EDELSTEIN, 

District Judge 

APPEARANCES; 

JOEL HELD, ESQ., 

Attorney for Securities & Exchange Comnissioa 

I. ALAN HARRIS, S8Q., and 
JOSEPH C.HOGAN, ESQ., 

Receivers 

WAGNER, QUILLINAN ft TENNANT, ESQS., 

Attorneys for Receivers, 

BY: R03ERT BBNI8CH, ESQ., of Counsel 

ALSO PRESENT: 

MR. GREZDINGER 
MR. KLEIN 
MR. TILNEY 
MRS. TILNEY 
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«nd certain off sat claims to thas** amounts which 
in this condansatioa is not indicatad. 


Tha naxt itam is a suspense item. we wars 
not quita cartain as to the excess proceeds racaivad 
on cartain stock which were held r,y Lonq Island 
National Bank, vhathar they would be raalisad or 
applied ag^nst tha guarantee of a loan of 
Governmental Statistical Corporation and tha second 

t 

item appears as a suspense itam. $24,000 or part of 
it may vary wall represent amounts which may be 
applied against such guarantee. 


Wa have certain minor receivablaa, $600, 
aecuritias owned by the firm, the limited P^urtamra 
presently valued at approximately $206,000, sc 
minor amount for - tha invaatmant receivable from 
affiliates, no value haa bean concluded, they are 
ponding soma real datarmination of the underlying 
net value of tha aasata. 


I might add parenthetically there are 
virtually no books of account, tax returns have 
not been filed since I believe 1965, end it would 
be a monumental undartaking to riconaUtute what 
tha piotura ia at this point, and so tkatatii^ly 
no amount has bean fixad in there and whatever 


\ 








to 90 through tho ontiro roport, if t so vary langthy 
li*hllltloa ara apallod out and i will 
juat giva you tho roforoaca of pagas whara thlo 
information (Bay bo obtainod. 

THB COUKT: $9,877,027 

MR, KLEINt Yoa, 1 am roforring -- 

Schoduloa 13 and 22. Schodulo 22 will yiold 

that information. 

MR. HARRIS 1 I «#ould liko the rocord 

to rofloct that aa far aa tho roeolrora aro conoornod 
thoy ara not bound '*• it ia an unaual statomont to 
Mkm, wo aro not bound by tha proaontation by tho 
accountanta oithor in tho pro forma ata^nt or in 
tha full-blown roport horo, and wo don't nocaaaarily 
agroa with hia troatmont or hia oomonta aa to tho 
cortainty or uncortainty of tho valuationa, tho 

of itoma, and thoroforo I am aa curioua as 
your UoiMr ia aa to tho $9,377. 

MR. KLEIN: If I may'juat roapond: 

Aa totho valuation I am not P>^dRuai^tiQua 
, ^ indicato that thdhro ia no valuo to Tilnoy -- 
to tho Konay claim or to tho roal oatato or tho 

®®^*”**'*^*^ Statiatical, tho valuations that woro 
includod in tho roport waa 


as a roault of a mooting 









Harris and Mr. 



•t Mr. Baaiaoh's of flea trhoro Mr. 

B«ilsch worv. prosant. i ballava the data was 
July J9th. Mhara I siada inquiry as to tha pr«- 
••ntatloo report, and aa aetad on thasa Instructions 

I think tha footnotas to our raport would so 

atata. 


go on to tha llabllltias incurrad 


during raoaiTarship 


NR. XLEXNt 


I rafar you to Sohadula 22. 


i 
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THB COURT: I have that before me. 

MR. KLEIN: Now, the difference between 

column 17, De ce mber 17, 19^1 and Hay 31, 1968 
would represent those expenditures Incurred. We 
have everything ostalogugi and I will just run 
through some of them for you, six pages of the 
schedule. Most of then are personal expenses. We 
have Bonwit Teller, you have dentistry, Cunsdngs. 

t MR. HELD: Your Honor, may I make a 

comment? Rather than go through all of them 

let's get right to the 9,300, the end eolusui total 
accounts payable, December 17th, 20,000: and May list, 
20,000. That's not 

MR. KLSXRi These are two separate 
itestt that account for this. If you look at 
Exhibit D, the $9,000 — 

MR.HARRIS: Let's not waste too much 

time. With all due respect to his Honor, I an sure 
I have lots of questions, as far as the reca.,vera 
are concerned under no stretch of the imagination 
is the $€,000 differential on Schedule 22 a liabilty 
of the receivership. 

MR. KLEIN: I should only like to point 

out for purposes of preparation of the report we 97 









mle 

I 12^1 

had ravlawad Mr. Tlln.ys recordo and 

item, or unpaid bills ware incurred during this 

period wa maraly scheduled. 

All the material contained tr.oreln is 
subject to legal datarmlnation whether it ne a 
liability or not a liability. i am not an attorney 
and don't presuaie to so state but ve did incorporate 
the information and on subsequent reports If we are 
advised that this be eliminated we will act accordingly. 

MR.HARRIS: If the accountants had 

Inquired th.y would havo boon told not to Include It. 

Any pur(*oo#. oubnoquont to tho date of racaivarahip 
by Tllnay of tho Incurcinq of any llabiiitlaa-aub- 
aaquant to tho dato ia not n liability for which tha 
racaiwar i. raaponalbla. Th. racalvar. war, 
vaatad with poaaaaalon and control of tho oaaota of 
Tllnoy oa of tho dato of anployiwot and 

qualifica¬ 
tion period. 

Any ona who chooaaa to glvwtlieo credit 
aubaaqueat 1, daalln, on th.lr own r^roqnlr.nc., 

•o to epeak. 

MR. BENISCH: I ehould also like to 

add that the outstanding creditors of Frederick 
Tilney were so notified, I believe, during the 
month of February so that they were put oa notice 
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report, we used the eele proceede so there would 
be no question es to the veluatlon, end the,third 
ares wes the grey eree where the securities might 
not have been fully marketable and we deferred to 
any judgnents of the receivers since they are intimately 
familiar with what might ultimately be realised. 

THE COURT: i think we can get on. 

There is no doubt that reports iffy in many 

areas probably for obvious reasons. Certainly 
when we talk about valuations, the ultimate definition 
of valuation In this area will of course be what 
any particular equity or asset can be sold for. and 
I think we are quickly reaching the point where 
we .have to think with greater Immediacy than we had 

to in the earlier etages of this situation of winding 
up this estate. 

MR. HARRIS: I believe your Honor has 

stated it as succinctly as possible, and which 
will lead to several requests or applications of 
the receivers towards the end of today's hearing. 

THE COURT: Do you want to proceed to 

render a report, you and Mr. Hogan? 

MR.HARRIS: Well, I think the dialogue 

which hea occurred raises and indicates for the I 
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and again in ▼arying ways. 


tve hava followsd a rathsr uniqus procsdurs 


in this Mttsr. 


I don't think thsrs is much doubt 


about that. In ordor to ksop ths ostats of ths 
Tilnsys from flouadoring, ws havo procoodsd in this 
msnnsr and fashion in ths hops that ws could bring 
about a totally idsal rssult, a complsts payoff 
to all ths crsditora assarting valid claims, and 
hopsfully that ths idsal can bs aohisvsd, that hs 
won’t havs to sail ths roof ovsr Mr. and Mrs. 
Tilnay's hsad, and hopsfully that sons sxcsss may bs 
Isft for tiisn. 

^ ••harksd upon this procsdurs which has sow 
rspscts of a rsorganisatioa plan, soma aapseta of 
rscsivership, bscauss I saw no ussful purposs in 
ths particular circunstaness hsrs and ths problems 
that wars rathor svidsnt of dumping and hurting ths 


public,at ths sams tian hurting ths Tilnsys. 

I oou]d sss no great gain except ths 
possible goal which a rscsivership has in adnd at all 
the earliest possible liquidation of nn estate 
and payoff of valid claimants. 


But at ths 


time I think it should 


be very clearly kept in mind that primacy will and 


XOO 
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ep«dltorB, b«eaus« If »• w«ra to sail 5»OO0 sharaa 
of stooic that's Hatanuska and Alaska State, at 
approzlaataly $30 a ahara. It looks to me Ilka 
about $130^000, ba It nat or alth oommlssions, out 
a sum that la $100,000, wa than have $300,000 as 
sgsinat potantlal elaljss of $400,000, Wa also 
hava in our klokar, aa to apaak. Sundown, it haa to 
ba sold. Wa hava an appraiaal on Sundown of 
$ 125 * 000 . 

Z faal, and Z think tha Court kncsfs battar 
than Z, that thia proparty aaold raasonably ba sold 
for $150,000 to $175*000 over and abova tha nortgaga 
at 175, flguraa balng in tha rough, tha astata oeuld 
raallaa $100,000. That would giva us tha sum total 
of $400,000. 

Zn addition, wa hara tha olain of Kanny, 
whioh haa not baaa within my eontamplation, or within 
thls,atatas«nt, of roughly $125*000. 

Now, undar tha nost optimua oonditlonu, 

1 don't think that wa oan figure on Kanny for over 
35 to $50,000, but Z do faal, and Z think Nr. 

Baniaoh and Nr. Harria would indloata that there is 
50,000 rweovarabla on thl.'^ Judgnapt. So than wa 
are up to approainataly $450,000 as against $400,000 







■0111-24 


( 180 j 

olkosM tlMi« r«o«iv«ra with a very carei’ul end dl^- 
tinot Mfard for tholr poouliar expertIde in their 
roapoctivo fltlda and hoping that by corbining thee, 
together we would have a very efrecti\^« amalgau. 

They have ohoaen your I'trr and you, hr. 
Benlaoh, to lend your expertiee and all you aiv 
required to do la to give your best Judgnent. We 
have ebaolutely no guarantee or assurance of being 
perfeotly ri^t in every detail. We aake our 
Judgnent beaed upon all the available faota and 
Intelligenee and we utUiae our total expertise here 
in roundtable dlaeuaelon. 

We have not elininated Mr. and Nre. TUney 
froai our hearinga, although X think Nr. TUney nay 
know that you aro not roqulrad to bo horo at aU, 
nor, and I hava aaid thla bofora, and this has nothing 
to do with ny attonptlng to indioate how oonaoiantiotta 
X an — thia la not the ueuel prooedux*e in erfeoting 
e reoelvershlp whieh hea been entered into by oonsent 
and whloh hea eene to Court in an ex parte tribunal. 
Ihle ie again not tho way it u done. 

X have undertaken to utilixe new proeeduree 
and taohniquaa hera beoauaa of tha conplioations and 
beoauae of aqr regard for tha publio intarest, and 












because of «y out j*on,awh8t V8lua.;le Kr^^wleclga 

that when you deal wltn aaaata which are literally 
or a froaen nature and are not entirely liquidated 
that the public could oe very severely ,nc Innocently 
Injiored by a dunping process and this la what I 
want to prevent here and I think to an extent we 
have kept a fairly steady and even .e J. 

■ow, aa far aa decision regardInr Tinker, 
no application haa been made to n* now for aaaStance 
in arriving at a decision. 

Proceed with further cryatalizatlon based 
upon further converaatlona with Tinker. ahould 
tlwre com . tlw - .hould th.r. co«. . ,fter. 

tner. u . ,h.rp rarkM dirf,r,nc, of oplnlor. .hicn 
cannot b. raoonoll«l, then, of coura., 1 ,ouW er.ter 
the pictura In ay JudlcUl function. 

One of the dlffloult problen.a m the conduct 
Of thla typa of proo«l«r.. »la-a-vl, the r«>.l/er.. 
tha Saoupltla. and txchang. Co«,u.lon, th. p.tuion*-, 
•bloh la ohapgad .1th tna public Intaraat and ,u tha 
othar intaroatad paptlaa, is that 1 mu.t Inaulata 
"Vaalf agalnat bacoelng tna la.yar, tha advocate. 

Jhat U not IV function, 1 propoa. to ra.lat any 
effort to baooM aaibroUad u, i,g,i opinion or legal 

KW 
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as you rocallf ths posture o.' this receivership was 
that It was heavily Indebted to oanka who were In 
control as pledgees of aubstar.tlal arriounts of 
securlt ies. 

Benkere Trust has oeen paid off in full. 
Marine Midland hea been paid off in Tull, Long 
Island National for all intents and purposes has 
been paid in full, but b reason of these cross 
guaranteea or oroas obligations they are holding 
on to oollateral eonaiating of oaah and aecuritiea — 
they have ell been paid. 

That, of course, isn't refleeted in the 
oeah belenoes of the reoeivers as such. We are 
left aa far as banka are ooncerned — well, of oourae, 
there ia Tinker Ihtional for $98,000, Matenueke 
Yelley Bank up in Alaska ia the pledgee oreditor 
holding aeourltiee, end national Bank of Alaska 
ia also ■ oreditor, but fortunately only a oreditor 
for $1,000 holding ea oollateral aecuritiea of some 
Alaskan ieeuer for which there ia no market. 

The eesets held by Metenueke Yelley Bank 
conslate of a blook of stock of Alaaka State end 
a blook of debentures issued by City Comaerce 
Corporation whioh in turn ia a holding oonpany 
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oontrolllng Al.sk. sute B.nk..«) Mat..,u 3 ]« VaUey 

t» .lao tha laauar of tha $7,000 CE anioh, of coura. 

It haa a right to hold and to aat off ir it aianas 
against th« obligation. 

W«, In turn, hold a block or stock of 
tatanuaka Tallay Bank for whUh th«r. Is no norket. 
That atoak 1. both fr^. I ballar.. and also h.ld 
by long laund Ihtlonal pandlng tha ralaasa or tha 
payment of tha Ooramaontai StatUtloal. We had 


put in qulta a bit Of effort m attempting to Ihjul- 
date th. Hatanuaka Talley Bank atoo* in oonjorotlon 
Ulth tha parhapa oontrolllng Intera.t of the former 

praaldont of tha bank »ho left under a oloud, living 
in Sssttle, Washington. 


Hs disposad Juat reoantly a substantial 
portion of hla .took to the present operetlng n.ad. 
the pr...nt controlling lnt.r..t of katanuak. Valley 
under olrounatanoaa «nion in my opinion certainly ralaa 
quaatlona In th. .ind of any attorney or stocknoldw. 
of Mitanuska Vallay flank. 


In ny opinion, and no. .. ar. coming to a 
definite application to the Court for comment and 
that la a d.alr. on tha part of one or ooth racalver. 
aM counaal to go to Ala.ka to deal .ith katanuaka 


I 

f 

i 

« 

1 
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Valley Bank ae a creditor and tfie Mstanu3»ca Valiev 
Bank atock as an aaaet aix] also the 3t>00 shares oi' 
Alaaka State Bank «hioh Is part of our receiver^nip. 

Bow, Alaaka State BarJc, a<s 1 indicated, 
la controlled City Covaierce Corporation. Kre. 
Brldlne Crawford la ooth chairman of the ooaro oi the 
holding ooBpany and of the bank. We have attempted — 
we have aol<l> alnor anounta of Alaaka State Bank stock 
to Individuals, savaral hundres of sharaa, in small 
pieces. 

We reoalved fro« $43 to $50 a share for that 
atock, and Mr. Tllney has indicated that this ij a 
valua which la a fair valua, which waa confirmed 
by the ability to fall theaa small anounta of stock. 

^t wa ara sitting with soaa 3500 sharas of Alaska 
State Bank and we have taken this up with Mrs. Crawford, 
tha holding ooapany; unfortunately by telephone and 
correapondenoe -- and we do, finally have gotten her 
up to a bid of ♦32.50. 

Mow we Just recently received a oocuounicetlon 
•s a stockholder from Alaska State Bank of • specUl 
atookholdera meeting to ce held on August 21. It 
would appear that tha bank requlrae the Infusion of 
new oepltal because of Its growth posture In Alaska. 

iOG 








UNITiSD ^TATSn DISTRICT COURT 
SOUIUERN DISTRICT OF NEW YORK 

SECURITIES AND EXCHANGE COMf-nSSIOII 

Plaintiff, 

-against- REPORT 

TILNEY & COf^ANY 
FREDERICK TILNEY 

Defendants. 

TO THE CUSTOMERS AND POSSIBLE CPJ2DITORS OF 
TILilEY & COMPANY MD FFJSDERICK TILNEY: 

As you are aware, on December l8, 1967, all assets of Tilney & Company 
and Irederick Tilney were placed in Receivership by a Judgment and Order 
entered in tho United States District Court for the Southern District of 
New York in the above-captioned action. At that time the undersigned were 
appointed as Receivers of such assets and property, and all business ac¬ 
tivities of said defendants in the broker-doaler field thereupon ceased. 

Pursuant to said co\u*t order, immediately upon our anpointment, we took 
physical possession of all the books end records of the defendants. We also 
took possession of all tangible assets belonging to them for tha purpose of 
protecting and converting same into cash. We also notified the holders of 
all other assets belonging to the defendants of our appointment, sending 
them copies of the above-mentlo.icd order of our appointment, and advising 
them of the injunction contained in said order against any disposition of 
any assets belonging to the defendants except 

1 

upon the direction of the Receivers. 

The vast majority of said assets consisted of stocks and bonds belonging 
to said defendants, a substantial portion of which were pledged with various 
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banXs as collateral for loans. Under the lav, said pledi^ec banks had se¬ 
cured Interests in the proceeds of the sale of said pledf?e securities, and 
accordingly, upon their sale, the proceeds thereof were paid to the re¬ 
spective pledgee banka to the extent necessary to satisfy their outstanding 
loans. As of September 15, 1968, the aggregate amount paid to pledgee banks 
in reduction or satisfacv,ion of outstanding loans amounted to approximately 
$65^,679 es a result of sales, receipts and collections totaling $736,066. 
Substantially all of the remaining securities presently available for liqui¬ 
dation consist of holdings in small banks, a bank holding company and a 
small utility company (located in Alaska), which shares are not actively 
traded on any natlooid exchange or in the over-the-counter market and for 
which there is a very limited market, if any. In order to obtain reasonable 
bids for said holdings we have been in constant communication with the 
various banks and coiq>anles themselves, and in addition have continuously 
been seeking out possible buyers throufdi other sources.. All of this ni. 
resulted in a slow, tediovis liquidation process to which there is no altez- 
native. fir. Harris, accompanied by counsel, recently made a trip to 
Anchorage, Alaska, for several purposes, one of which was to attempt to 
negotiate the liquidation of these securities. As a direct result of said 
negotiations in Alaska the Receivers were able to liquidate a block of 
shares for almost $2U,000.00 more than the highest orevious bid. We are 
hopeful that our continuing efforts will result in the reasonable sale 
of additional holdings in the near future. 

? 

Upon taking control of the affairs of the defendants, we encountered a 
very difficult problem in establishing the financial interrelationship 









between said parties and several sepeurate corporations formed by fir. Tllney 
durina the past, A great deal of time and effort is necessary in order to 
investigate and clarify the exact statvis among these entities with respect 
to ownership of assets, determination of liabilities and debtor-creditor 
position. 

On July 26 , our attorneys succeeded in obtaining a Judgment in the 
Supreme Court, New York County, in the amount of $119,161.00 against an 
alleged Joint-venturer with Tilney & Company, who had denied any liability 
as such. This Judgment represents approximately one half of the loss pre¬ 
viously sustained by Tilney & Company in said Joint venture. Because the 
Judgment debtor does not eqjpear to be in a position to satisfy the full 
amount of said Jud^nent, we are considering the offer of the debtor to com¬ 
promise said Judgment in a reduced amount or to accept other arrangements 
for a long-term pay-out by said Judgment debtor. To the extent that a 
recovery is obtained on said Judgment, the proceeds will be added to the 
^*ceiverahlp estate for distribution to recognized claimants. 

We have obtained from an independent appraiser an appraisal of several 
parcels of land, including the Tilney home, owned by Mr, Tilney or In which 
he has an interest. Hald real property is to be placed on the imrket and 
will be sold as soon as fair prices therefor can be obtained. A parcel of 
real property located in Anchorage, recently protected from foreclosure and 
now held by the Receivers, is presently listed for sale, 

3 

During the early part of August, the City of None, Alaska, commenced a 
legal action against Tilney & Coiqpany, Frederick Tilney and Dorothy Tilney, 
the Receivers and Governmental Statistical Corporation (a corporation con- 








troUed Ijy Firederldt Tllney) seeking damages in the aggregate amount of 
$U,000,000.00. Said action stems from certain past business dealings be¬ 
tween the City of Nome and some of the said defendants. In the opinion of 

our attorneys, this action has little or no merit and will be vigorously 
defended. 

Attenqpts were made by our attorneys and us while in Anchorage, to ne¬ 
gotiate a speedy settlement of this lawsuit. Said negotiations were 
unsuccessful and we have therefore retained local counsel in Anchorage to 
defend the action. Unfortunately, the advent of this lawsuit will increase 
the administration expenses and will delay any payment or distribution to 
customers or creditors until such time as the exact liability, if any, is 
finally determined, either by adjudication or settlement. The City of Nome 
has now become a claimant against the receivership estates to the possible 
extent of $2,000,000.00 and as such, must be treated in the same manner as 
a-.y other claimant. We regret this unfortunate development and we shall try 
to guide the matter to a successful conclusion as quickly as possible. We 

do envision, however, a substantial delay in any distribution to creditors 
as a result of said lawsuit. 

To those customers who ordered and paid for securities through Tiiney A 
Company, our investigation now discloses that although confirmations of such 
purchases may have been received by you, the securities you ordered were 
never actually purchased for your account by Tiiney & Conqjany and, conse- 
qxiently, cannot 

U 

be delivered to you. Therefore, as we have previously indicated, it is our 
intention, subject to approval of the Court, to recognise your respective 







claims as creditors In the amounts paid by each of you to Tllney & Company. 
Upon the ultimate distribution of the assets herein, you will be paid the 
full amount of your claim if the net assets are sufficient for such pur¬ 
poses. In the event said assets are insufficient to pay everyone in full, 
you will receive your proportionate share thereof. It is still impossible 
at this point to estimate when the liquidation of assets will be sufflcienUy 
completed or when the various problems involved herein (viz; the City of 
Nome lawsuit) will be resolved to the point of allowing a distribution to 
creditors. You will be kept advised as to any developments in this regard. 

With respect to the present financial status of the receivership 
estates, our accountants, B. Bernard Greidlnger & Co. have prepared an in¬ 
terim report on special examination consisting of over 90 pages of schedules 
and financial data. Copies of this statement have been submitted to the 
Securities and Exchange Commission and to the Federal court. Extracted from 
said accountant's report and attached hereto are the following: 

(a) Summary of Cash Receipts and Disbursements from December 18. 1967 
(date of appointment of Receivers) to July 31, 1968; 

(b) Condensed Statement of Assets and Liabilities of Tllney & Company 
at July 31. 1968; and 

(c) Condensed Statement of Assets and Liabilities of Frederick Tilney 
at Jjily 31, 1968. 
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As is indicated in the enclosed Cash Receipts end Disbursements State¬ 
ment , the total amount coming into the hands of the Receivers for the 
period December 18, 1967 throu^ July 31, 1968 is approximately $730,76*». 
Subsequent to July 31, 1968, additional moneys were received and the obll- 











gallons due to pledgees were further reduced as noted above in this report. 

With respect to the attached Condensed Statement of Condition of 
Tilney & Company at July 31, 1968, it should be pointed out that althou^ 
no V8due is ascribed to "investment in and receivables from affiliates" and 
to the "Judgment obtained against D. Raymond Kenney & Co.", it is antici¬ 
pated that the Receivers will realize some significant recovery on each of 
said items and strenuous efforts are being expended in that direction. At 
the same time, your attention is directed to the contingent liability repre¬ 
sented by the lawsuit instituted by the City of Nome to which no dollar 
amount is ascribed on the said condensed statement. Therefore, the said 
condexised statement should not be relied upon for the purpose of estimating 
the extent of any eventual distribution to be made to claimants herein. 

With respect to the Condensed Statement of Assets and Liabilities of 
Frederidt Tilney at July 31, 1968, attention is directed to the items 
"investment in and receivables from affiliates" and "contingent liability," 
to tdiich items no values have been ascribed (see comments in preceding para¬ 
graph). 

Enclosed herewith is a form of Proof of Claim which should be completed 

and signed by you with your signature taken before a Notary Public and 

thereafter returned to the undersigned at the following address; 

' C 

Joseph C. Hogaui and I. Alan Harris as Receivers 
C/0 B. Bernard Oreidlnger & Co, 
l))i«l Broadway 
New Yoric, N.Y. 

We wish to call your attention to the fact that the willful filing of 
an exaggerated claim may result in a disallowance of your entire claim. 

We regret the delay involved in the preparation and forwarding of this 






report emd the enclosed financial statements; however, in the future, it is 
our intention to advise you periodically of all slopificant developments. 
Dated: October 31, 1968 

/S/ I. Alan Harris 
1. Alan Harris 

/S/ Joseph C. ikvtan 
Joseph C. Hof^an 
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I. ALAH HARRIS AND JOSEPH C. HOGATI, RECEIVERS FOR 

Tilney & Company 

Condensed Statement of Assets and Liabilities 
_ July 31. 1968 _ 

ASSETS 

Cash in banks (including $75,000 in time deposits^. $ 88,l68(3) 

Cash held by bank (subject to offset claims against bank * 

. 7,996 

Cash held by bank (subject to offset claim under cross 

guaranty against bank loan to affiliate). 19,200 

Receivable - due froo customers (subject to partial offset 

against unsecured creditors). 809 

Receivable - due from broker ... U 830 

Securities owned by the Firm, general partner and limited 

partner ($ 121,669 held by banks as collateral at approximate 

market value) . 206 , 55 li 

Investment in and receivable from affiliates (Governmental 
Statistical Corporation $6Ul,3*»7, Tilney & Conpany, Inc., 

^ 38 , 217 ) not presently valued - recovery considered in 

doubt..... __ 

Judgment against D. Raymond Kenney & Co, ($119,l6l) 

recovery of total amount considered doubtful. — 

Cash surrender value of life insurance (net of loans). 1,*»39 

assets — at net book value,,.,,,,.,.,,,,,,,,,,.,,,,,,,, 2.197 

TOTAL ASSESS$331^22^ 

















Contingent liability - suit instituted by City of None, Alaska (2) $ 

Pr^ity claims •> payroll taxes . 

Secured and partially secured claims - bank loans.!!!!!!*][*[]*[**’ 
Unsecured creditors (includes approximate $2Ul,209 due’custOMrr)*’ 


Proofs of claim have not yet )een directed to be filed by creditors 

A suit, in the aggregate amount of $U.000.000. has been filed by th 
City of Nome, Alaska, indicating party defendants to be Tllney & Coi 
Governmental Statistical Corporation. The Receivers, i. Alan Harris 
Josi;'ih C, Hogan, and Frederick and Dorothy Tllney. 

Ihe Recelveis. in order to facilitate the administration of the es' 
haw been conducting primarily all transactions of the debtors. TiL 
& Con 5 )any and Frederick Tllney. through the cash accounts of Tilnev 
Compaq, and. accordingly, specific allocation of such transaction^ 
be made to the respective debtors at a later date. 


I. ALAN HARRIS AND JOSEPH C, HOGAN. RECEIVERS FOR 

Frederick Tilney 

Condensed Statement of Assets and Liabilities 


Assets 

Cash ill bank ..... 

Investment in securities, at approximate fni 
($ 1 * 7,660 held by banks as collateral)..... 
Investment in and receivable ftrom affiliates 
Tilney & Company, Inc. - $9,000, Tilney Coi 
Inc. «• $5**,128, Governmental Statistical C 
(not presently valued, recoveries consider 
Real Estate - 

Residential property and adjacent lots - 
Centre Island, H.Y. - (at appraised value i 
of mortnaw of $29,603 and real estate truo 
Vacant land — .Masks (net of approxi"'ute Inc' 


$ 2,777(1) 
73,157(2) 


l*.000(3'> 


Total yissets 
















Llaclllties 

‘■>' =“3- Of 

Priority claims . ^ 

Secured or partially secured (baii'ioan).. l,3*»l»(b) 

Unsecured creditors_ ' . 1,050(b) 

. ^2.910(b ) 

Total Liabilities (excluding administration expenses). 

yo5 >304 

» Co«p«y „4 IV.d.rta mn« 

0o.»P*ny, «d, the c„h wcounts of Tllnw t 

»• Mde to the reepectt^’dehtole ef 

«:e^S5 - -^jeot to cl.l™ 

ii A*c^.°t”‘!^6f?°,r%rroJr'’Lu 

property is $18,000. ft* 19. Estimated value of 

(M Proof. Of dele h... not yet been dl„ot.d to be filed by cr«lltor.. 

H«t 1, „d Joseph c. Hos«,. .„d rr.d2iri^-p^.^"‘j^; ““ 
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I. ALAN HARRIS AND JOSEPH C. HOGAN, RECEIVERS FOR 


Tllney ft Company and Frederick Ulney 
Summary of Cash Receipts and Di6bui*8ement8 
Decamber l8. 1967 to July 31. 1968 


Cash taken over by Receivers - 
December l8, I967 ... 

Cash Receipts - Proceeds realized on 
sale of securities . 

Recovery of principal and Interest 
on note... 

Interest and dividends collected.. 

Accumulated life insurance dividends 

Bank transfers and other receipts. 



Tilney ft 

Frederick 

Total 

CoTTtpany 

Tllney 

C 10.639 

$ 10.639 

$ - 

650,810 

622,592 

28,218 

J‘l.756 

U1,756 

— 

19,U95 

19,3l»8 

IU7 

1,769 

— 

1.769 

6.203 

6.18I1 

121 

720.125 

689.070 

30.255 


Cash Disbursements - 




Payments offset by plcdfee banks on 
secured loans from proceedo of 
li(luidation of pledged assets..... 

Receivership period expenses (real 
estate taxes, mortgage and in¬ 
surance premium payments,etc.),... 

Bank transfers and other dis¬ 
bursements ..... 


Cash in Banks - 
July 31, 1968 (1)', 


619,679 

592,206 

27,473 

9,558 

9,558 

—• 


. 2.591 

5 

^31^3 


27.478 

$ 98.941 

$ 96.164 

$ 2.777 


(1) The Receivers, in order to facilitate the administration of the estate, 
have been conducting primarily all transactions of the debtors, Tilney 
ft Coonany and Frederick Tllney, through the cash accounts of Tllney ft 
CoBpa-~y, and, accordingly, specific allocation of such transactions 
vlll be made to the respective debtors at a later date. 












UNITED STATES DISTRICT COO'T j 
SOUTHEIUJ DISTPICT OF Vf’J YOW 


SECURITIES AND EXCHANGE CaMSSION, 

Plaintiff, 


-asalntt- 

TILSEY A cmPANY and 
mDE-’ICK TILKEY, 


Dafandantt 


/ 


67 Civil Action 
Flic No. 4676 


propy OF Q.AI!t 
(Pieate type or 
print all anavM!r&) 


STATE OF 
COUNTY OF 


) 

) 


a. a. 1 


(nano) 


rcsldlnc;' at 


(atraat) 


(city) (atata) 


and (if claim la held Jointly) 


(name) 


msldlns at 


(atraat) 


(city) 


(atata) 


balng duly awom, depose and aayt 

1 (a) (Individual or Joint) 

I m (»(a are ) the claimant (a). 

fi/ (Partnership ) 

I an a nanbar of the firm at _ 

^naoe of partnership) 

■■ ■ ■ - having a place of bualnaaa at 

(address) 

haralnaftar called claimant. 

( Corporation) 

I m m officer of ' _ 

^■ana af ^ifaratlon) 
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• • 


to wit, Itt 


(Title of officer) 


having a place of 


bualneat at 


(address) 


which eoiporatlon la her 'taftcr called claimant, and an 
authorised to nake this claim on Its behalf. 


2. On or before U-cenber 18, 1967, the day on 
which the assets of both of the above-named defendants were 
placed In rccclvenhlp by order of the United States District 
Court for the Southern District of tiew York, 

I 

(nonets) of defsndant(s} claimed to be indebted or liable) 


were Justly end truly Indebted or liable to this claimant In the 

SUB of $_. 


3. The consldaratlon for said debt or liability, and 

the clreisastances and facts glvlnc rls.: thereto, are as followst 

(Please furnish sufficient facts and details to enable the Court 
and the Receivers to identify, review and evaluate your claln, 
Attacli additional pages. If necessary.) 


4. Ho part of said debt or liability has been paid 

end there are no offsets or counterclalos to said debt or liability, 
eneeet (Cross out Che word "exeepc", SJL conpleCe Che stacenant.) 

5. Clalaanc docs not hold, and has not, nor has my 
person by his (Its) order, or to the undersigned's knowledge ~.t 
belief for his (its) use, had cr received any collateral security 


2 
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-, - J 


for e;.!(3 Oi .1 ’’*• (Tross aut the word 

"excel t," £r cail.letc the scetui.dit,) 


6, That no note or Instrmcnt evidencing said 

debt or Itahlllty has b'.en received, ( or) Attached hereto la 
(are) th'j noteCa) or Instriment(s) evidencing the debt or 
liability. (Croas out Inapplicable statenent.) 

\ 

7. Mo Judijnent has been rendered on the debt or 
liability, except (Cross cl”, the vord (except) or conplcce 
the statcrent.) 

(Slpn naae of Individual, partner If 
partnership, or corporate officer) 

(Sinn none of Joint owner If any) 

(Print neae of partnership or 
corporation here.) 


Svom to before tae this 

day of X971. 

Notary Public 




Co^'le'’ ftOT' rile co^<y 



A-6^-14 

C 0 V F I D F. T I ft L 

''EPOPT 0^ CO'inTTI^’ 

TTLIF'’ F CO•T.^^!Y A'n rrFFi'i:"lC:' TIUT.V 

AF CF Ti'LV 31 196P 

I 

pprn^rrp ppr <;t'p*'TF^T0''7 in TM^ prr''*Txm'JS 
AJt' ' 0 1. JUf'Gr riFI '-TriV 
At a hearlnr, Aupust 6, 1063 


m 

. .'...• ^■ ■ ■■' ■ ■ t.cV;..rt- '• . . 





















fwMst 5, 39f'^ 


’’fPCT’T '"'f CP'’’'TT'£(-)V 

TTI'TY /Jin cn?'P.'''jv /\%ir HPTCK TTLT’'^v 
_ JULY 31. 19.'0 __ • 

O. ti c follo^lnn rn-'es a cuirmarv o^ tl'f T'of^itton of TlTncv .* CoTnnnv 
anJ »^reJcrtc!. Tilney a'- of July 31 fumis’c’. 

In excn-lrlna this rerort, It shoulc- ' c n-no i t ict «t Is olanncf' an-1 
cnvl.ciccc' t’tat certain oblipatlons dua the "cner-? partner’s children by 
Ttinev £ vlt'’ a narhet value short as arch 15, nr>f: i/ill and can 

I’C Hru'f.’arc'^ by Court apnroved transfers of tnti/-iblo nroncrty of the pencral 
rartner. "itb this nxcc»<tion, the liabilities of Tilney & Coranany will be as 
•'tated and "ill V,c "roved by independent audit. Tilney f Cotppnny from the 


bv fo oartnor's liabilities can »o reduced to a nominal figure 

atlonai of the ocneral Partner to the Tinker 

the MmlteTn V transfer of certain assets of 

nled"lnp of entailed, -bo is a co-si«ner of t»e note and the 

certain real nronertv of Tilney Construction Corporation. 

'ark loar'L^'monl’^ Partner’s other mnlor liabllUy hevond t^e Tinker -afional 

P^edVirceM^n renf" By offsettlne the amount due through 

Court approval thio\rK?‘ir^ nartner with annronrlate 

deleted from the on March 15 "as computed as '•131,78"' can be 

eejetod from tie general Partner’s list of lial-lllties. 

reduced r7s”3’'lso^fin'"^’’r"’'rr‘’ nartnor’s lla''llltle» can be 

’’’Sneral nprtner’s estete from the 
” ®te alroadv bgld hv the 'Receivers "ill eaual C40,892.51, 

Tax llabllltleB of Tilney ' Company and of the general partner '.’bo is 
the tax navlHP entity for Tllnev ‘ Connanv will -resent no problem. 

Tllnev & Comnanv’s tax liahllltle.s are limited to $2,133.'‘'l plus some 
Hrof r,? of "oyooll si.llh tax., at the 

■ e“:tr".t,U"S r ;T’’ " "■vv-.ral,l.. Ml taxe, arc JaITthrLeh 

r .p partners Fe.,ier :,1 ipcofi'' tax mtur'is. 
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Insofar ea Tilney ti Company's tax report for the year ending October 31 
1967 is concenied, we are informed by Louis D. 31um & Company that subject to 
a few minor adjustments the operating loss of Tilney & Company for the 12 
month period will be approximately $200,000, 

Tilney & Company, continuing in operation after October 31, 1967, 
with the Receivers appointed December I 8 , 1967, will obviousl 5 '’ have no 
operating profit for the year ending October 31, 1968. TSie extent of the 
loss has not been estimated. 

The partners have only three open completed years for tax reports. 

•nie first year is 1962 where the partners are presently in Tax Court. A 
favorable decision would amount to a refund of about $ 500 ; an adverse de¬ 
cision woxild amount to a tax of about $2,000. All returns have been audited 
and accepted throu#^ 1965 other than 1962, The 1966 return is subject to 
audit but since Tilney & Compaiiy showed a substantial loss that year it is 
felt there will be no tax liability for I 966 , With the substantial loss in 
1967 and a forecast of substantial losses for 1968, the possibility of anv 
Invasion for taxes is negligible with the small exception of 1962. 

Due to the fact that the 1966 return establishes a very substantial 
capital gain on the part of the general partner, the loss carryback for 1967 
estimated at $150,000 after capital gains will have no value. The same will 
apply to the loss in 1968 . 

Tilney & Company, based on the figtires in this report, will be able 
to meet its obligations within its own resources without reference to the 
general partner. 

The same situation will prevail insofar as Governmental Statistical 
Corporation and Tilney & Company, Inc. but for the exception of $6,000 in 
Tilney Construction Corporation. 

Tilney Construction Corporation will make available certain proper¬ 
ties for pledge to the Tinker ifatlonal Beuik. Ihese properties are subject 
to monies due eind/or equity due the general partner. The minority stock¬ 
holders of Tilney Construction Corporation will agree to permit this arrange¬ 
ment. 


The general i)trtner's oosition after the Tinker transaction and after 
pledging of certain properties and/or other assets to secure the general 
oblige..-on to his children personedly and through Tilney & Company will be 
reduced to liabilities of a commercial nature and some real eitate taxes. 
Funds in the Receivers' hands or to hj transferred from the Receivers' 

Tilney & Company's account to tlie Receivers' account for Frederick Tilney 
will most adequately cover these obligations. 

In establishing the equity of Tilney & Company, no valvie has been 
assigned to stock of Governmental Statistical Corporation o^med by Tilney & 
Company nor has any value been assigned to obligations due Tilney & Company 
by Govemraental Statistical Corporation since it is apparent that these 
will not have to be liquidated. 

‘Tilney Construction Corporation does not owe Tilr.y & Company any 


fiBids. 
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SUmiARY REPORT OF POSTTIOfl 
TILNEY & COUPAIJY AND FREDERICK TILIIEY 
_JULY 31. 1968 


report is submitted for the benefit of the Receivers end the Court 
S: IP order tc define cleej^^ Se ' 

^t^two llrtT ^he general partner, this report is divided 


Fart I -- Tilney & Cornnanv 
Tilnev & Company's Liabilities as of 7/31/68 

Taxes, payroll, etc. 

Commercial Accounts, 8 / 9/67 
Commercial Accounts added, 8 / 9/67 - IO/ 31/67 
Commercial Accounts added, IO/ 31/67 - 7 /'?l/ 6 fi 
Reserved beyond 7/31/68 

Due Customers, 3/15/68, market value, shorts 
Due Customers, Cash 

Short, Jan. 1 , 1968 - July 31 , 1968 
Interest on money due customers, 8 %, 1 year 
Due Broker » » j 

Dividend Claims 

Contingent Liability, Nome City of 
Franklin National Bank, unsecured 

Bank Loan, ftatanuska Valley Bank with interest to 7/31/68 

Due Receivership Estate of Frederick Tilney 

Q?!; Suffolk County, Bankers Trust 

Sale or 937 shares Matinecock Bank, Bankers Trust 


* 2,133.80 
25 , 321.61 
10 , 909.89 

10,3U3.20 

1,000.00 

135,581.00 

73.U26.57 

2,000.00 

5,873.72 

3,055.21 

2 , 500.00 

None 

2 , 500.00 

70,000.00 


]9,390.30 
18.725.00 


$382,760.30 


Available Assets to meet Liabilities of Tilney & Company 


Cash or Controllable Claims: 

Ilanufacturers Hanover Trust Comnany: 
Demand 
Time 

Undeposited receipts 
Interest on time deposits 

Matanuska Valley Bank, Certificate of 
Deposit plus interest 
Long Island National Bank 
Offset, Alaska State Bank 
Interest on offset above 


$17,983.73 

75,000.00 

U, 850.00 

700.00 " 


7,350.00 

18,760.79 

22 .OlU.OO 

1 . 100.00 


$ 98,533.73 


$ U9,22U.79 
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t 1*2,500.00 


Sale of Sec\irities 

055,8**U City Commerce T% Convertible Debentures 


Controlled Claims: 

Tilney & Company, Inc. 

Customer's Loan 
Miscellaneous 

Total Cash and Controlled Claims 


$ 6,000.00»f 
700 . 00 * 

5.000.00 (U) 

n. 700.00 
$201,958.52 


Claim: 

D. Raymond Kenney & Company vl25,000.00 

Free Securities: 

1,U17 shs. Alaska State Bank 9 $50 $70,850.00 

3,2l»3.602 shs. Matanuska Valley Bank 9 $30 97,308.00 

8,830 shs. City Commerce Common 0 25^ 2,208.00 

Misc. list of securities valued 3-15-68 I.U 70 .OO 

171 , 836.00 


Securities under Loan at Matanuska Valiev Bank: 

1,800 shs. Alaska State Bank 9 $50 90,000.00 

69,268 shs. City Commerce Corn. 9 25^ 17.317.00 

107 , 317.00 

Total Claims and Securities $ U0l<.l53.00 

Total Available to liquidate debts of Tilney & Co. 606,111.52 
Required to meet Tilney & Company's liabilities 382.760.30 

Equity, Tilney & Company $ 223,351.22 


Interest of limited partner subordinated to all other creditors: 
Capital $2,500.00 

Added, as of 8/9/6? 2,270.00 

Rent, One Wall Street 1.200.00 (a) 

$5,970.00 


(a) Already Included in computing equity. 


Deduct from general partner's equity; 

Limited partner's capital 

Limited partner's capital added as of 8/9/6? 


$ 2 , 500.00 

2.270.00 


Met Equity, general partner 


U.770.00 
$ 218 , 581.22 





notes to Part I; 

* Estimated and subject to minor adjustments. 

(1) $1,200 was paid by the limited partner on rent at One ’fall Street 
and will be claimed by her against the Receivership. 

(2) The market value of the short position does not include $29,366 
of securities short to the general partner's three children as 
of March 15, 1968 . 

( 3 ) Some family accounts are included in the cash due eustoiwero. 

(*♦) Due by customers; 


Account 




H 110 

Andreis 

$ 10.00 


N 128 

Buller 

218.00 


N 88 

Rice 

2 , 550.07 * 


AC U 8 

Merchant 

, 20.25 


N 79 

Holem 

600.00 « 

$ 3,398.32 

Offsets of 

cash due: 

DeGarmo 

679.00 



Hall 

298.00 

977.00 

Richard Gaasara offset; due F. 

Tilney 

1.298.98 


$5.67^.30 


• Probable surety claims. 
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Part II — Frederick Tilney 


Liabilities as of July 31, 1968 


AeooimtA Payable, 12-18-67 $ 20,359.65 

Of the above firure, $1,218.72 has already 
been i>ald by ?lr8, Tilney and will be claimed by her. 

Real Estate Taxes 3.000.00 • 

* Estimated $23,359.65 


Assets To Meet Above 

Cash in hands of Receivers 
Due from Tilney & Company's sect. 

of Receivers 
Total Cash Available 

a 

Securities sold that may or may not have been credited to Frederick Tilney'a 
account derived from free securities delivered to Receivers; 

50 shs. Victoria Alf);oma 

35 shs. Matinecock Bank, Locust Valley 

Alaska Deed of Trust secured by land is not a liability. 

Mr, Tilney holds 6,709 shares of Central Alaska Utilities stock veilued 
at $22,775 subject to a loan of $1,100 including interest, 

Alaska Rational Secxurlties: Tilney-Alaska: 

Some bills to these orf^izations are outstanding, Mr, Tilney intends 
to treat as contingent liabili'« ies when all other creditors are paid. 

The total is $6U8,it8, 

Since it appears that there will be no necessity for the Receivei’s to look to 
the general partner for any funds for the benefit of Tilney & Company, no 
tabulation of the general partner's assets are included. Reference to the 
report of Mar^ 15, 1968 will give a clear picture of the general partner's 
situation. 



This report was conies from the original report, the only chanpes 
.iclng in correction of snelUnp and other typo'»rnphlcal errors, 
Oriplnal file -— 
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UNITSD STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NSW YORK 
-- 


SECURITIES E EXCHANGE COMMISSION, 

Plaintiff, 

va. 

TILNEY k COMPANY and FREDERICK 
TILNEY, 


^7 Civ. ^4676 


Oefendanta. 

-i 

Before: 

HON. DAVID N. SDBLSTSIN, 

Dlatrlot Judge. 


New York, November l 8 , 196& 
10.30 o'clock a. m. 


APPEARANCES t 

I.AUN HARRIS, ESQ. Reoelver. 

VAGNER, QUILLDtAN k TENNANT, SSQS.* 

Attomeya for Receivers; 
Robert Benlach, Xaq., of Counael. 

KATHLEEN A. WARWICK, ESQ., 

Attorney for Securities and 
Szchange Comalsalon. 

^AOWALADER, WICKSRSHAM E TAFT, ESQS., 

Attorneya for Defendants; 
Terenoe F. Ollheany, Eaq., of Counsel. 


KEVIN DUFFY, ESQ., Attorney for D. Raymond Kenney. 
Alao present: Mr. Frederick Tllney. 
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Now, Nr. Bonlsoh has ssld to no that 
this aonaj la going to oomo to Kannay frow a landar, 
tha condition of whoaa loan la that tha $ 83,000 
paytaant ba tha eoaplata aattlaaant of tha Judgnant. 

I would Ilka Nr, Duffy to apaak to that, 
if ha might, as to who tha landar la, what hla 
praolaa positions ara, why thay ara laposad, and 
whathar parhapa wa could not modify that position 
•omawhat In ordar to glra tha dafandanta* aatata 
this $33,000, which aaama to ba on ita 
way out tha window. 

NR. DUFFY I Tha condition of tha loan 
^hat tha $63,000 wind tha antlra thing up. 

Iha landar la Mrs. Kannay'a amployar, and this loan 
la balng mada strictly as an aoeomaodatlon. 

THE COURT: Who la Mrs. Kannay*a 

amployar? 

NR. DUFFY: Oottasman li Company. 

THE COURT: And whan you aay an 
accommodation, do you employ that tarm in its 
tarn of art aansa that wa undaratand that to naan? 


NR. DUFFY: Thay ara not getting anything 
for It. They hope awantually to ba repaid, but 


that la It. 











[10, 


•In 

to tbtt for 0 Mont. Kr, fionloob. wm ,ou pleas. 

•pr««d on «h« rtoord your b««t lcDowl«d(« and 
Inforantlon oono«rnln( th« ability of K«nn«y to 
pay this JttdgMnt in wholo or in part; what la 
hla financial condition aa you know it and aa wa 
haaa baas abla to diacorar it, and parhapa tha 
3IC In thla araa can glra ua soaa asalstanea; 
and I think tha SIC should ba awara, bacausa i 
▼ary oarafully, i think, aUtad for tha racord aooa 
*8® that In thla procaadlng I oonaldar tha 
SSC to ba a rary crucial and vary dafinlta part 
of tha adToraary procaading which I think thla is 
in lact. It la tha SXC hara who la ohargad with 
tha duty of protactlng tha public, and I think tha 
SIC haa a aort of dual intaraat but not a conflicting 
Intaraat, aa I aaa it, naaaly, thay ara oonoamad 
with Kannay's capital raquiraaanta undar tha rula, 
and thay alao ara conoarnad with tha liquidation 
of thla asuta; Isn't that aoT 

VISS VARklCKt That la corract. 

8Ro BniSCUi Your Honor, I would Ilka 
to diraot tha Court's attention to tha baUnoa ahaat 
of D. Rayvond Kannay aa of October 31 , 1968, 
a copy of whioh you haya before you. 
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Contained In Mid balance eheet are 


a Hat of the asaete and liabilities of D. Raynond 
Kenney. Nr. Kenney's entire assets are coaprlsad 
of the assets forming a part of D. Raymond Kenney 
a Company, his sole proprietorship, which is in 
the broker-dealer busioess. 


His balance sheet reflects total current 


assets as of October 31 of $174,921. It reflects 
other assets, furniture and fixtures and deposits 
totaling $2,850. 


Liabilities, again, are primarily 
In the business field. They total some $98,889 
a net capiui figure of $78,881. 


So what we haws here Is a Judgment 
debtor who has elrtuslly all of his assets tied 


up In hla business operation 


This business operation has not been 
operating since October 15. So that. In fact. 
It Is possible that slnoe October 31 this net 
capital flguM would hawe been reduced by elrtue 
of the Inaotlwlty of the business. 


We haws attempted to bring it down as 
elose to date, but even dealing with this $78,000 
figure, wa haws a secondary consideration here, 
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.nd ,h.t 1. „d., to Of, i„ ^ 

~-oo.p1, .ith th. socurttio, .no B,ch.„*. (;o..i„in„ 
n«t capital rula. 

Tharafora tha amount ahloh he can take 
out of tM. 1, U„lt.d. *„ .pp,o,l«t. 

figure .. of tod», that he could t.k. out of thl. 
buotn... to«rd th. p.,„nt of this Judgwnt on . 
o»»h b..l. would b« .oMuh.r. b.t>..n $25,000 end 
$30,000, I .. told b, th. Cowiltsion. 

Thl. would men . b.l.no. would haws 

to b. .widened in aoe fa.hion and aubordlnat.d 

- and aubordlnatad to aw.ryon. - m order that »•. 

Kenn., e able to operate under the net epital 
rula. 

Aside from this subordination, the 
nature of Nr. Kenn.,', bu.ln... depend, on th. ebb 
and flow of th. aaeurltle. erk.t, and what-hawe- 
you, and 1 would aay that D. H.,.ond Kenna, 4 

Coupan, 1, not on. of the larger, nor. aubetantlel 
operations, if you will, m this field. 

So that as far as ability to pay, we 
•ra talking about $ 25,000 to $ 35,000 in cash, with 
the aapacutlon sometime ower a period of years 
of obtaining the balance. we are in thl. 
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■or« dAttply is whsthar or not scmm furthar nagoWatlon 
^ with tha proposad landar alght not olarify tba ' 
situation to tha point whara ha night atantuallj 
ngraa to nodlfy tha oondltlona of his loan to saoh 
a point that wa oan plak up sona aora of tha 
JudgMnt ovar and ahova tha $85,000. I got tha 
^ talking to Mr. Banlsoh that parhapa 
tha landar wantad.to latain tha posslhla Ux 
that night ha oonlng to Kaunas — 

IHI COURT I Wall 

Ilka jott to land gour axpartlaa and giro us your ) 

rN ■ ■ • • 

axpart opinion on aoM of tha tax thaorlaa in 
Mr. Tllnay»a affidavit whlah I laiva jiaat road 
brlaflj. 

.X ^ that? 

NR. OILBimi 


at this point X Mould 


No« your Bonor, x dannot 
ba«uaa^X hava not axaainad tha^ oarafully. iha 
affidavit uaa drawn by Mr. Tllnay hlnaalf, and 

It ayaalf thla nornlng whan x nat Nr. 
ninay^hara 4t tha eourthouaa, and X would not 
praauaa 


GOORTi . Ihay raalXy sat forth 
aoaa profound lags 1 opinions on tha Uw of taxation 
do thay notr 








(22] 


•In 

Did you rod this affidavit? 

MR, OILHBANT: Yaa, your Honor, i did, 

THfi COURTt I think It la not unfair 
to aak If it la not oorraot that th«y aec forth 

Mttora Nhloh would have roqulrad conalderabla tax 
•xpartlaa. 

MR. OZLHlANYt Wall, your Honor, I 
think thay do oparata on tha aaauaiptlon that tha 
tax rafund would, Jn fact, ba mada, and that It 
woUld ba aada raaaonably proaptly, and i muat aay 
that I cannot aay that that would ba tha caaa. 

What I would Ilka to aay la that in 
trying to clarify what tha thinking of tha proposed 
landar alght hava bean In thla altuatlon, in 
talking to Mr, Banlaoh it occurrad to me that tha 
raaaon that thla propoaad landar, Mra, Kannay'a 
•■Ployar, aicht hava wantad thla to ba an unconditional 
loan and an unconditional aattlamant for $85,000 
la that ha did not want tha futura aaaata of 
Kannay, aa thay night ba rapraaantad by thla tax 
rafund, if, m fact, it doaa coom through, to go 
to Mr, Tlluay rathar than to hlmaalf aa aaourlty 
for tha loan. And it juat occurred to bm that 
parhapa ha would ba willing to hava Mr, Kannay 








[ 33 ] 

TlM la of tho osoonoo. it it not ntoettarily 
of tilt tttonot In^ollootlng a Ju(lcmant on a verdict. 

NR. THJIRi I Nondar if 1 could aay 
aoMthing, your Honor. 


THl OOURTi You are alwaya free to 


NR. TZLIiXyt In preparing thla affidavit 
Z would like to aet the record atralght that I did 
aeek advice of ooppetant tax authorltlea. I did 
not rely on ay own neaory of the tax lawa exolualvely 
and the peraon I aought the Inforaatlon froa la 


our aooountant, and ha knowa tha altuatlon and 


underatood tha natter with Nr. Kannr# net with 
Nr. Kenney, and one of ay attomeya, when we were 
flrat preaalng the natter. 


Further I would like to point out that 
when we were preaalng the natter with Nr. Kenney 
we were trying to do Juat the aaoe thing that we 
alwaya tried to do, and that la to preaerve 
tha firm In bualneaa, and we had exactly the aaoie 


program worked out for hla at that tlae, which he 


had agreed to 


He than withdrew hla agreeaent, and the 
wholenatter could have been closed In Septenber 
1966, or October, a few daya aftar the 30 th of 
Beptenber, whan he aaked to be relieved, and ha 1 
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1967# or «h«th«r h« ustts it up in 1965, 1962, 1963, 

19641 and 1966, ha u llmlUd to $ 119 , 000 . Thl« la ‘ 
tha graataat loaa to l>a uaad up whathar in ona year, * 
three jaara, flea yaara or tan yeara. You don't 
gat any additional tax refund by apraadlng it orar 
aora year, it juat la not available. 

TH£ COURTt At thla ataga of the proceeding. 
Nr. Tllnay, I think It baooaaa aonawhat naceaaary 
to aova along with all due expedition, and I think 
ay recollection aarvaa dm whan I advert to a atatanant 
that I recall you laaklng at that earlier oonfaranoa 
hare, that you would Ilka to aaa thla thing aova 
to ita conolualon. 

NR. TILNIY: Right. 

THB COURTS And I think It la rather 
apparent that the aoonar we wind up thla aatata the 
aoonar thla will have an affective and worthwhile 
purpoae for all Involved, including you. we don't 
want thla to be an albatroaa on your back in¬ 


definitely. 


Mow do you want to tell ao here now 


that you would want ae to reject thla offer and 


ooaproaiae t 


NR. TZUUYt (Ml the baala of the flgurea 


"i 
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%l»t X Blr, I would My yoo. 

THl GOUBTi And huwo you eonoidorod 
tho llao thut would bo nooooMry« aosuolng that owery< 
thing that you haw# allogod in your affidavit, if 
tho IBS agrooBf aro you willing'to atato that you 
aro willing to wait for tho furthor oxtonalon of 
tiao and all tho lopondorabloa« Including doath — 

MH. TZXJfXSr} Toa, air. 

THE COURT: Tou want to wait? 

•®. TlUiafi I would« air, 

THE COURT: Can you toll m whyT Do 
you think you aro going to colloot a hundroc oonta 
on tho dollar? 


HR. TILNST: I bollowo ao« air, 

THE COURT: Vhat If you aro wrong, who 


auffora? 


: 1 will auffor 


THE COURT: Tou alono? 


T^E COURT: Tho oatato won't auffor 
tho orodltora won't auffor? 


MR. TZLNETt Tho orodltora won't auffor 
THE COURT: Dooan't thla add $ 85,000 
• bt thla ooMnt for purpoaoa of 






llquldatlonT 

m. TILNlYt Y«s, but It Bight add 

$119,000. 

. THE (XVitTt But all mb ara doing la 
baUnolng roughly 25 paroant againat 75 par cant. 

1 don't think that la vary good apaoulatlon undar 
tha olrouBatanoaa that you hava daaalopad hara. 

I think It la a vary rlaky apaoulatlon^ and i 
SB not pariuadad that you ara right, and ao I will • 
grant thia application. 

NR. BBUtCHt Tour Honor, 1 hawa praparad 
a fora of ordar which in tha Intaraat of tiaa Z 
would Ilka to aubalt to tha Court far alBhhtura 
authorUlng thia. Z an doii« thia la thia aannar, 
your Honor, in ordar to gat Nr. lannay back into 
oparation aa quickly aa poaaibla. Tha raaaon for 
that ia that that ia aaaantial to hia eoaing up 
with thia loan. 

THB GOURTt Ton apaak of tha Judgaant 
balng in tha aMunt of $119,161. z would ilka 
that brokan iown into prinaipal and Intaraat. 

NR. BINZBCHt Cartainly. z hawa It 

right hara• 

IBB COURT I What la tha principal aaotadtt 
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W. BINZSCMi |107«815.49 principal, 

Th* talanoc is intsrsst. 

THl COOBTt I would llks you to sasnd 
this ordsr not only to Indies to ths principal saount 
•nd ths Intsrsst, but to sat forth with spoelflolty 
Whan ths Judgoont was obuinad and whars It la 
lodfod, 

NR. BIMZSGHi Taa. 

THK COURT: Now do wo haws a fsw ooosnta 
for aoM othar aattara that I would Ilka to know aora 
■poolfioally aboutT 

NR, HARRIS: On or off tha raeordt 

THl COURT: I would Ilka to know aora 
•bout tha NoM, Alaska Judgaant. 

NR, HARRIS: That would ba on tha rooord 


than? 


WI COURT: Nhatawar you ohooaa. Do 


you think. It ahould ba off tha raeordt 

NR, HARRIS: Taa# I ballaaa so, I can 
aoa aany of ua talking ono on top of tha othor — 

THl COURT: Wall# I think I would prafar 
It on tbo raaord baaauaa I don’t think wa hara any 
raoord oonoaming tha aattar of tha Judgaant at all, 
NR. HARRIS: Of tha judgaant? 
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THE COURTt Y9 b, thB suit 


MR. BINISCHt No wo don't, your 
ooMonood oftor our loot hooring. 

MR. OUFFTt Your Honor, my I bo 
the COURTi Too, you My, nr, 

I think wo will Uko • brlof 
(Roeooft.) 

THE COURTt Do you want to toll 
YOU know about thla cUla and what tho poatur, 
of tho proooodlnc la at tho uoioontT 

MR, BENlAGHt Yoa, your Honor,, 
airln* tho oarly part of Auguat - 
oxaotly tho dato - tbo rooolwora, nr, ninoy and, 
I boliooo, lira. Tllnoy roaolwod throi«h tho nail 
• copy of a auuona and eonplalnt fliod by tho 

CUy of NOM agalnat fYodarlok Tllnoy, Adolph 
Tllnoy, OowonuionUl SUtlatloal Corporation, 
Tllnoy * conpany, I. Allan Harrl. and Joaaph c. 
Hogan, aa.raoaioora of Tllnoy and Conpanj, and 
Mi<lorlok Tllnoy, Tho anount doMndod In tho 
conpuint 1. $A,000,000, Brokon down, it la 

$2#000,000 agalnat frodorlok Tllnoy and Tllnoy * 
Oonpany of that aaowt. 


In tho alddlo of Ai^uat, Nr, 










mnu and aarMlf traTclad to Anohormgo, Alaaka 
far tha purpoaa of handling aoaa praaalng osuta 
aattara up thara, and during our stay thara wa 
took tba ooaaalon to rlalt with tba attomay for 

' r 

tlM City of iioM« «ho« by tha way, baa hla of flea 
ln> Ai^oraga • 


C, I» Addition, ». Harrla traralad to 

5’ Itaalf on a alda trip and dlaouaaad thla aat 
wlth^tha City Council, 

MR, HARRIS: n»a raguiar attornay for 
, tha City of iioaa. 


iBa COuRTt la that eoaparabla to our 
OorporatlaC Counaal hara, would you aayt 

«. JIAHRI8I I would aay aofalthoi^h, 
you know, it la a city of unparad atraata and a 
boardwalk, it la gulta a city, tha City of Mo«i 
within aarahot of SlbarU, 


MB. BnigCH: m any avant, your Honor 
Mr, Harrla vlaltad tha City of Mom prior to our - 
coof.r.nM .Ul. m. erwo. .h. i, th. for 

tha City In thla wattar. 


It waa mj Iwpraaalon frow Nr. Harrla tha 
la, oana away frow Nona with tha idaa 
ttar could poaaibly ba aattlad on tha 
tab. I will explain that, sar Honwr 








OovarriMntal Slatlatleal 


Corporaiion 

rtmton* crtatii fi,«i to tb. 

ci»jr »f «0M IB oooMttlea vlth • l)oiM Utum and 

*««« iMua. fron nbUb this 

Attll ^ 


Wln*y# !>• pat In p 
Md hu bin to 

|Wp Had u aoMwhara in tlw nal^bortafl 

tw this fiaoni ndviaonr Mm«n. 

•*•* ^ * * . ^ 

«>• City of Nmo tat paid 

«aoanfc tn' Nr.. TUaiqr; 


|••1lldbi••l CoiparBtiaa 


•Ctlnst tha Clip. 

nraai 

if «• oould Mttla tbia .a 
aithdra. our cUia, or 

(fmniMtttal^Statistiaal would withdraw its «Uia 
fo^ (^.000 againot tha Citj. m rotum for whioh 
didoontinuo 


with projudioo its ooit 
'‘•^•MMibs in tba aattar. 
^^^:»rris fit tbs* this iM waatvad 
P^»« to asM. aaaalna tha mw 







Council and the attomojr 


Ho««Y«r« in dlaeuaaing It with »|r. 
CroBo, he turned down thli offor, and hie focllr, 
was that any ooapronlaa or aottlcnont of thlc 


■attor would haro to not tho city of Nomo — and 
when I say not, I aoan on a pro rata distribution — 
ooMwhoro In tho neighborhood of $23,000. Now, 

If It took an allowance of $ 30,000 to not the city 
23, that lo what ho wanted, in other wordo, ho 
wanted a not aaount to tho City of Nome of 
23,000, or in that neighborhood. And l muot say, 
your Honor, wo had oxtonolvo dlaouaelono with Nr. 
Croao, I think It was 3-lA hours In his office, 
and unfortunately It bocaao lengthy. Nothing was 
agreed upon herej we didn't ewen get, in my opinion, 
to the realm of reasonable amounts here. 

Ae a result l took tbe occasion to rlslt 
with and subsegusntly to retain local counsel in 
Anchorage for the purpose of defending this action. 
The name of the law firm is Burr, Boney a Pease, 
and my dlacuaelon were with Nr. Don Burr, a member 
of the firm. 

•o at preaent the matter has been turned 
over to local Anchorage counsel for the purpose of 
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Mking whstaver motion* h« deems •dvieable. Now 
we have made some sucgeatlona as well for the 
purpose of filing an answer to the complaint. And 
that, baaioally^ your Honor, la where the matter 
stands now at this time. 

THE (;0URTi No answer has been interposed? 

BdlHCHi I am told,your Honor, 
by Mr, Tllney, who has had discussions with Mr, 

Burr last week, that Mr. Burr did file an answer. 

MR. TILNlYt He did file an answer. 

It is on its way to us now. 

MR. BBNISCHt He is sending us a copy? 

MR. TIINiyt Yes. 

MR, BEMlBCHs Do you know whether he 
filed any motions? 

MR, TIZiNSyt He said he filed an answer. 

That is all he told me on the phone, 

BENISCHi I must say there is some 
lag in communications between Anchorage and here, 

BO 1 am not fully currently aware of the proceedings 
up there at this time. 

MR. GILHBANY: Is the action in the 
Federal Court or State Court? 

MR, HARRiSi state Court, Nome, Alaska. 
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BSNIflCH: Which also Inrolves Mr, 

Burr'* flying up t« None for any court appoarances 

aa wall, 

MR, KARRIS I I don't baliaye that 
oounaal indicated on the record what the nature of 
the aubaUnce of the Uwault la. 

The aubatanoe of the lawauit against 
Tllney h Coapany la baaed upon written underwriting 
agreeaenta whereby Tllney & Coapany agreed to stand by 
and take down these bonds at the iBaximuB legal rate 
In the State of Alaaka in the event they could not 
be aold elaewhere^ and they were not aold elaewhere 
until aany, aany aontha after the deadline. 

8o, therefore, the ault against Tllney 
* Coapany la for the dacaages for failure to coaply 
with an underwriting agreement. The suit against - 
or the cause of action against Oovernaental 
Statlattoal la based on aoae negligent preparation 
or perforaanoe of Its fiscal advisory function, 

and also aoae oonaplracy to damage the city of 
Noae. 

• 

no question but that Tllney 
* Coapany did sign letters, letter after letter after 
letter as these deadlines oaae and went whereby 
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It agrssd to stand by. 

At this point It becomes complicated. 
nr. Tllney Indicates that there are defenses, adequate 
defenses on behalf of Tllney k Company addressing 
themselves to the behavior and the machinations 
of various politicians in the City of Nome, and 
their refusal to do ehat Is right and what they 
•greed to do and ao and so forth. You have here 
• community of 2000 Caucasians and aome Ksklmos - 
MR, TILNgY} Less than that. It la 

•bout 500. 

MR. HARRISi 500 Cauoaslans and Ssklaoa« 

•nd 100.1 polltloUn. .nd ttM ?«d.r.l OoT.rnm,nt 
W»lng lota of .on., around if thoj «tii put m . 

»at.r ,uppi, ,„o .no ,o you do har. th... 

altuatlon.. it i, unfortunato. 


nj oonrarMtlona in th. city of nom 
«aa alth th. city »na„r - th.y hay. a aanag.r 
fora of loyamaant - uhara the city Htnag.r and 
th. local olty attomay. and th.r. 1, no ,u.atlon 
but that aa far aa thoa. t.o g.ntl.aen ar, ooncmad 
I thought .. .ould hay. h,.n ,bl, to r..ol», th... 
Olaputa. by aaylng or oonylnolng Coyomaontal to 
«al*aa Ita oUla for fl.oal adyiaory aaryl..., and 
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th«y would forttt about tholr oUla againat Tllnoy 
k Coayany. But whon w« dealt with the big city 
attorney m Anchorage, AUeka, nr. Roger creeo, 
who la a eery eoepetent counsel, represents one 
of the large banks in Anchorage, aeong other 
*®*“**‘®^^ clients, he is taking adyantags of 
the dlsunoe and hoM ground, preferences, and, 
as Mr. Bsnlseh was Indicating, he is holding out 
for so«e net resorery in fewer of the City, out 

of Which I ae eure he intends to get his fees 
paid. 

Bo we are now at the point where we 
hare to retain Anchorage counsel and inourrlr^ 
additional expense to the esute. 

m COURTI I ae sure this question 
Is slnpllstlo, but was there a careful cheek on 
whether this serwloe was proper? 


t 
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MR, UARRZBt Nr. Benlsch Irjleated 
we had fairly extenslye discussions with Mr. Burr 
when we retained there, one of the leading law 
flrns. Burr, Booty k Rsase, and we Indicated we 
wanted all these natters thought through, and we 
***^ other notions we night suggest be node, 
although we were not sure that they would succeed. 











•nd tlxr. b«.n of a Uok of oo««unloatlon 

At the moaent. 

MR. BENISCHi I an afraid the question 
■•y be rendered moot, your Honor, in elew of the 
fact that an answer has been filed. 

THE COURT: I would ceruinly think so. 

MR. BSNISCHt I did dlaouas, howerer, 
the question of aenrioe and whether it be proper. 

There was an order of the Court authorlilni the 
****^^®* B*all. Whether or not that procedure 
aaa proper l left up to Mr. Burr, and I would aasuine 
ha checked into that before filing hla answer. 

MR. HARRIS: There were nany contacts 
with the State of Alaska, there is no question 
about it; there were agents of OoTemoental and 
Tllney a Coepany present, and l an sure soee of these 
papers oay hare been signed up theie. Tllney a 
Coapany had an office In Anchorage. i mean, there 
la no question about It, Oovernmental Statistical 
was doing business up there. 

MR, TILHXT: Qovernfflental was serred 
In the State of AUska by service on the Commissioner 
of Commerce, who Is in the same position ss our 
Sseretary of State in New York. 
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TBB CODRTi 
Ml«ndar, do rou imont 



Wha» la tho auta of thoir 
Or putting it ftnotlior way. 


in duo oouraa how aoon would thia oaaa com to trial? 


•®. HAJtRlSi Z ballovo la long rathor 
than abort; i bolUwo It la aoaathli^ llko a yaar 
•nd a half or two yaara, which worka agalnat ua. 
Whan thia happonod, of oouraa« all of our pUna« 
•hlah aooaod to bo working out wall, wara olaarly 
glwan a troaondoua ahova In tha wrong dlractlon, 

baoauao wo now oan*t awaluata tha diatrlbutlon at 
all. 


COURTt Why oan*t you gat a 
prafaranoa in tha alrouaatanoaa of thia particular 
yrocaading? Why aan*t you Mka an application to 
tha Court and oat forth tha fact that thia aauta 
la obargad hara and la under liquidation purauant 
to raoaltarahlp, and I think that tha Court alght 
tary wall undaratund that thia la a kind of a 
problaa which ahould ba raaolvad at tha aarllaat 
pooalbla tlaa rather than kaap tha aatata in an 
unaattlad oondition. 


HR. RARRlit YOU arc abaolutaly right, 
your Honor, but I an not too aangulna about going 
•tooad with thia trUl, bacauaa i aubult — thia U 
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■ot %hm r«o«mr»* final daoialon in this aattsr — 
but tha axpansa of praparlng for a trUl in this 


suit will ba« In ay opinion, sharsd by Hr. Hogan, 
who Is not hors at tha aooant, a significant part 
If not In axeass of tha aaount that wa can sattla 


this thing for. 

TKl COURT! Why don't you aattls it under 
thoaa olrouastanca'st 


MR, HARRIS! Wa wara waiting -- what? 

THl COURT! Why don't you sattla It undar 
thosa olreuustanoast 


NR. HARRIS! Thera Is this lack of 
eoaaunloatlon, and than, of oouraa, wa will hara 
to bring on anothar applioatlon to your Honor 
baoauaa nr. Tllney haa Indloatad atrong raalstanoa 
to waiving tha elaiu of Oovamuantal Statistical 
no lass than paying a faw thousand dolUrs to tha 
City of Nous and Ita attomay. Hr. Tllnay is 
oorraet always In prlnolpla, but for so«a reason 
ba is not prastloal all of a suddan, and ha la 

• PJfaatloal nan. Ha haa baan in bualnasa all of 
hla Ufa. 

MB. BIMZiGH! Tour Honor, tha other 
tiling to paint out hare la, Oavamuental Statlstlaal 
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is not undor ths — 
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MR* HAR RI SI Not dlrootXy undor —— 

MR, BSNlSCRt — undor tho juriodlotlon 
of our rooolvorshlp st tho moMnt. 

THl COOBTi Approxiostoly $2 million Is 
s olsla sgslnst tho TllDoyo porsonsily? 

MR. HARRlSt You. 

MR, BSNltCHi Nollf Tllnoy A Company 
snd Frodsrlok Tllnoy A Company, your Honor. 

MR. HARRIS! As s fonorsl partnor thoy 
hsvs sormod Mrs. Tllnoy. vo know aho is only a 

llmitod partnor; thoy apparontly aro not awaro of 
that. 

THl COURT! I supposo you oan't answor 
this quostion at ths momont. Has s domand boon 

aads for a jury trial or la It going out boforo tho 
Courtf 

MR, BINZSCH! I bolloro Mr, Cromo did 
Indloato that ho would want a jury trUl, i would 
«sro I in his shooa. 

MR. HARRIS! You nuat aoo tho City of 
Moms to uadoratand it. 

THl COURT! I think I undaratand. 

MR, HARRIS! Now Nr, Tllnoy haa boon 
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th«r«. I don't know when th« Judg« sits th«r« 
or whon h« oomb off th« tundrm, mnd th« city 
■ttomoy up th«r« !■ lnor«dlbl«. 

MR. Tnnxyt Your Honor, If 1 might 
■dd ay thoufhtM to the subjoct, sinoo it has b«en 
■ conc«m to no for a long tlM, and your Honor is 
awara of It, and I think It on« of tha first 
things ws dlBOusssd whan you first took tha oasa, 
tha City has dona a nunbar of things thst ara 
an axcallant dafansa, but probably In Tlaw of 
tha ranua that would ba had up thara, vary llttla 
good law would ba of auoh avail. Nr. Harris and 
Nr. Hogan dlsouasad thla with aa and wa hava 
thought about It a llttla bit. Poaslbly a ohanga 
of vanua la Indloatad at an aarly data. 

fui COURTI X^t us go off tha raoord. 

(Dlsousslon off tha raoord.) ! 

f 

TH£ COURTI Is thara anything furthar^as 



this tlaaT 


NR. TZLMRt I think It would ba 
praaatura until I gat baok from Nona. 

TU COURTS Anything furthar, gantlaaanf 
HR. HARRISI As long as wa ara andlng 

on thla happy nata. If It Involwaa panilsalon fraa 
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tt.d receivers, the rocolvere are not et'rccable to 
•*, i,.,. Kr»^Tllney traveling to Anchorage and/or Nome, 

.!’•/s:’Al*eka,'.and X want to aay it novj eo th-if; rcaii*t 
treat froa that poaltloa,* 

Hie aeoond thing la, depending upon 

your Honor*! calendar, i beliava your Honor la 

■ * ' ■ 

alatad to go away for a few woekof le that corroott 
THE COURTS TWO week!* 

NR, HARRIS: Thla probleo of Ooveromantal 
Statlatleal la anothar mattar that unfortunataly 
will' hare to be brought before your Honor on fonaal 

t 

papera again with reapeot to a propoaed, in offoct, 
opaproalae, perhapa, elthar a ooapromlaa or an 
application to ooapel Long laland Hatlonal Bank 
and lira. Tllney to act In reapeot to a matter where 

I' .• 

f * 

they have refuaed to aot up to date involving 
Obvaraaantai Statiatloel Corporation, ao that wt 
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of avallablo ^taaTetw^iy^soao jjygtalra ■ v'* 
to ohaabara I win look it ay oalandar. x don't ' ^ ' 

bava it with at. 

US. HARRIS: Well, we will be in touch 
with your Honor. 

THE COURT: All right. , , , 

WC. WRPI8: Thank you very auch. 










Pialntlif 


TII riEV & CO: PAMY 
llUiDERICK liUiify, 


Defendants 


“aid Dlstrlcti thl 


CoimlsBlon, Tllney ft Company and Frederick Tllney, to choV.* 
cause before this Court why an order should not be'made' * *' 

^ • a * ■ ft* j 

authorizing the said Receivers to accept the sun of ' ’ 

I • k • 

♦85,000.00 In full settlement and satisfaction of a certalii 
judgment obtained in the Supreme Court of the State*of Kew ' 
York, County of New York and duly entered with the clerk 
thcMof ^ July 26, 19^ In the amount of ♦ll9,l6l.'i2) -said' 
anounj eonilsttna af ♦107,815./»9 as the amount e’uiMd; ind . 
♦ll,3'>5.63 In Interest thctH>on and costs, obtained by “aVd 
Receivers against D. Raymond Kenney, doing business as'D.*'*"’. 
Raymopd Kenney ft Co., and due notice of the said .application 
having been given to all of the above oartlea as orovlded'W 
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oants on th« dollar what Governmental Statistical owes 
Tllney * Congjany, So in effect the credit of $44,000, 
although It will be entered on the books, it Is felt will 
not result In any loss or sacrifice to Tllney & Company. 
Zn exchange for this arrangement we propose to wind up 
the natter with the City of Nome and have the action dis¬ 
continued • 

Sa this connection, I have prepared a petition 
setting forth a little more completely the facts that I 
have Just stated, which I have taken the liberty to clear 
with the cleric, and I would like to submit to tha Court 
today, petition the Court for approval to settle the 
matter on this basis. I submit It to your Honor t> this 
tlms. 

THB COURT: Has the SEC seen a copy? 

MR. HARRIS: No. You are asking for the order 
to show cause. 

MR. BENISCH; Yee. I am asking your Honor to 
sign the order to show cause making the petition retum- 
sble at your Honor's convenience, and we will then serve 
a copy on all of the parties. 

THE COURT: All right. 

MR. BENISCH: Another matter which has come 
up Is the matter of the sale of Mr. Tllney's home out In 
Centre Island, New York. Mr. Hogan, ^o was unable to 









b« here, but perhaps will be here later on, has been 
detained up In court In The Bronx, has been succeesful, 
through a broker. In obtaining a firm bid of $130,000 
for the property in Centre Island. Thie property wae 
appraised at somewhat less by our appraiser, Indepfcident 
appraiser, and It is felt by the receivers and myself 
that this would be a very good price to receive for 
this property from the standpoint of receivership. 

There le a mortgage in exceea of $20,000 on the property. 

Minus approximately $9,000 brokerage commlEslon would 
net uc Bometdiere In the area of perhaps $120,000 for 
this piece of property. 

Again, this will ue subject to Court approval 
and will be brought on by petition before the Court. 

We are doing this frankly because there has been some 
reluctance expressed by Mr. Tllney as to the necessity 
of selling Sundown, this house in Centre Island, and 
both the receivers and I felt It would be best not only 
for that reason but also to advertise for higher bids 
than $150,000, and if there are no higher bids received 
on the return date of the petition we will knock It dom 
to the present offeror. If there are higher bide we 
will have In effect what might be an auction sale right 
on the return date of the petition. Ih that way we ' 
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would possibly receive the maximum price for Sundown 
that would be available at this time. A contract is 
presently in the hands of the attorney for the purchaser 
and as soon as I recel>re the sif^aed contract back I will 
petition this Court on behalf the receivers. The 
mechanics will be set forth ’Ji the petition, 

A third matter that has taken place, again 
which we will petition the Court for, is in connection 
with the obligation due Tinker JIational Bank by Frederick 
Tllney. There is an oblieatton of $9^,000 on a note 
signed Jointly by Frederick Tllney and his wife Dorothy, 
and we have arranged with Tinker National Bank to accept 
a piece of property in Centre Island which is owned by 
Frederick and Dorothy Tllney as tenants by the entirety 
and appraised at $2L',000 by our appraiser. Tinker 
National Dank will accept this property and reduce their 
claim against the receivership by a like amount, $2^,OCX). 
They will then file a proof of claim for the difference 
between $98,000 and $25,000. 

We feel this is an advantageous arrangement to 
the receivers in light of the fact that this asset, this 
piece of property, is owned as tenants by the entirety, 
and since Dorothy Tllney is not a oarty or is not under 
the wraps of this receivership, we would have a difficult 
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tin* obtaining any sort of a fair prloe for this piece'of 
property. Anybody who is buying It would be buying 
the gamble that Fred would outlive Dorothy and they thereby 
would be getting clear title to the property. Otherwise 
Dorothy etill has her undivided one-half interest in the 
property. Again, this vd.ll be brought on by petition 
before thle Court within the next week or ten days. 

Basically, those are the developments that are 
presently pending. 1 will leave to Mr. Harris the portion 
of this report with respect to the liquidation of assets 
or the attempted liquidation of assets presently on hand. 

MR. HARRIS: At the moment we don't have too 
much good news to relate compared to the good news concern¬ 
ing liquidation of assets of the size of Sundown, vl^:0,000, 
and the other assets. What we have left is still the 
block of stock of thle Alaska bank called Matanuska Valley 
Bank with no bids whatsoever for a block of that size or 
for any portions thereof. Our correspondence is mainly 
with the principals of that institution, and at the moment 
we are awaiting further replies from them in Alaska to see 
if anything can be developed. 

Another block of stock of City Commerce Corpora- 
Alaskan bank holding company controlling 
the Alaska State Bank, has begm to show some signs of 

Tilney watches the pink sheets oven mox*e daily 





(I9i 

t’’** I>.rrcnu of TnAitn Affairs in Washington. 

TIC? coinrri tv. Harrln has Indloated too that 
rou fro of tho opinion that tho Indobtednsoo hsr« can b® 
llfirilrrited fi hundred cents on the dollar without the 
neci of soiling ^tndovai. Would you please let m know 
hciv you have arrived at that oonoluslon. 

MR, TlXNEy: Well, ?ir, the boat way 1 can. do 
It is thlo, tn give you a copy of ropie of theoe reports 
th?fc 1 hove cent In to ^he receivers. 

Tirn COfinT: No, I don't think — 

nn, THJIEY: You would like to have a brief. 

Tins COURTi I don't think that in going to be 
holofi’l. I irovld like to have onrae atotecent fTois you 
for th'' record rn to hr\<r yoii erpect thlo estate to be 
lloutdatcd a hi^ndred cento on iho dollar and to have the 
creditor 5 nude rrhole without the need of liquidating 
?Lndc;n or ory < ther property. 

ITR. TniTTEYj Very V' W, r'r. t have 
ertabllghed tl ? total debtn r f Tiinoy .r Company. I Teel 
v*e rho’iid kettp Tllncy t: Connany separate from FVederlok 
llJncy, rnloaf; Predo 'lok T13ney hne to roako up the deficit 
ol' Tllney li r''iPoany. 

Uhe total debts of Tllncy £: Company that will 
have to be paid are $3^0,000. That le an I can determine. 







ht 


[ 1 


cr thece $96,000 cau be cettie d y jcciutngvi an 1 . 

TW- COURT: VRiut Lii..t ri:-£*n? 

HR. TILI^EY: Tlir.t i’-muk tlj.it l onie aro liitr*- 
oorni any thnt woulO. Ve ''.ir.,ijif^ed \ tne c .u- 

p-nieu, the C''r.oorf»t5.finc tlv't are ’ffil iav.e.l. 0 :ie i fly-. 11 
Iten or $1,000 vruTri be ol’i'. et ’oy a lavj'a’lt. It ^;lll 
oithiT be a er.roty cape, [jay Mir n uraicei*, ir it ulll 
u<- Jt cor-t-^Mor rrauii case tl- vjo -jIII ija /c to go a..’ter 
the •JUoCor:!- I’or fravii. Illvlier way it rill be paid, 
lilt curety coui' .ny hae tairurcd i... thot they will r.’^l e 
the i.tjney pvallable either vMy. 

TliOt leaves to be dlacriLated In 

cQth, provided all these rral.^ .Jlalai3 can bo pp..Vv. t In. 

Ao ve analyzed the c3.atm*J, we fowiul that \m had C?. 
cuotoncr claims on hand and vx’ have 33* I Indloj'uod 
before, ol’ leca than $7^0* not on hand, \ra have in of 
vre have 13 $5C0 to -- root or ther:o are 

caph eialns too, not pecnrltlor -- clnlma over $1,000 
not yet hoard from aro nine, a total value of Ji;4b,3oo. 

Thlo oances a total of $215,010. The balance of the items 
of Tlinoy & Company — bear Iri nlnd, ulr, the clalira In, 
$152,000, probably aettlement value of 1^1, claims cut- 
otandlng vrculd be the difference botweer. that end 215. 

In other vorAa, apiJi’oxlirrtely t‘7^),Q00 not yet in. 

■Jlth $2!. ,000 clalnt ff cuotot.^rn cr.d tlic dee 


B 
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broker# the rest of It rune into overlap olalma plus 
the claim of the City of Mome, irhich your Honor la being 
asked to oonolude a settlement on, this brings it up 
to 360# from which we take the $96,COO of offeet olalms# 
leaving 264, and as of the present Juncture the receiver¬ 
ship has In its poesesclon or \flll have available when 
oertlflcateo of depoolt mature vjlth Interest end 00 forth 
by mid-July ^262,000. This Is Tilney & Company '0 money, 
not'nine. It Is all TlJncy & Company. Pluo the 
soourltlee that Mr. Harris van dlBCusolng of thf City of 
Coic&erce, the Matanuska Valley Rank, 3200 etiaxes, some 
Indeterminate value on the City of Commerce, which ue 
believe the debentures will be paid at par probably this 
year, and the stock Itself v»lll probably be worth -- 
well, wc know its bid now on the marl^t Is 23 cents 

and probably higlier. So t'noLc two Itoma alone ^rlll 
» 

produce olose to $150,000. 

Apropos of these thtnea, these figures, I 
think that Tilney & Company definitely will pay rff on 
It:; cm, without regard to roc. 

debts are a little bit dlfforent. Tliiere 
ere three categories. Cvomnierclal aoeounta, $20,000, 
>diioh I!rn. Tilney has already paid several thousand.' 

The loaii nt the '/Inker Itition.il Dank of $93,000, actually 


15J) - c 
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I elpned a note the other day for $108,ooo InoludtoG all 
Intr^rcst and the cnnolldet.l-n of i emll addltlrmal 
indchtrdner?s, and there will be one olaim coning In from 
T5n’:or wM^h I have to brine tr. their attention on a note 
that I endorred on a company that I had no connection 
irlth, v.-hloh covered a matter of about $300 or $400. The 
other oMl.'jatlon that I have la to t^y children. 

I spent Friday afternoon with t!ie offlcere of 

% 

• inher Ifatlonnl Dank. They have nade a propooal \/htch 
they ^roulc! like reflected to the Court, and they ;dll put 
It Jr vrriting, that they vrJlT remove the obligation of 
$9'^’, 000 from the reooiverohlp in exchange for collateral 
ar.GPtB which they value and v;hlch the recelvere don't 
C VO any credence to, nanelj', the notea of Qovemcmntal 
Sl.rtlrtlool Corporation, an! they are looking to Mrs. 
TJ.lncy for half of that note because she is co-maker, 
not an endorser, and they have agreed to accept from hey 
certain eeourltlee. 3h the moantimo, the Tinker Nationel 
Bank has alco agreed to clear tlie one remaining Indebted- 
neao to a bonk of aovemmenlai 8tatletlcal Corporation 
by direct loon, which frece up all ernae guarantees at 
the one remaining bonk and releases aona $35»000, $33,000 

or $35»000 of cash presently held by the bank inder the 
coot guaronteea Itmedlately to the receivership, and 
that Is Included in the $262,000. I knew this would be 


If)!)" 
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aoooopllBhcd nhtn 1 wrote It. 

The wtter of the ohlldrcn'e Indebteihiees or 
our IttdehtedneBB to the children, tonorrow siomlng at 
9 o'clock Iftre. Tllney and I are oeetlng with the Honorable 
John D. B«mett, Surrogate of our Comty of Kaeoau, for 
the xNirpoBe of appointing neceesary to procedures for 
validating transfer of asaets to the children to 

4i 

liquidate our obligation to them. 

Ttiat Is nqr part of the report. In other words, 
me are at the end of the line. If you would like ne to 
pot this In a documented form for your Honor, a very 
Bl^le figure, X wUl be glad to do It, and I an sure 
that Or* Otareidlnger 'B people will be glad to Cheek It 
and say that It le eubstantlally correct on the baala of 
their records. 

THE COURT: If there Is any document to be 
Bubnltted X suggest you sulsBlt it to the receiver and 
couneal here. 

MH. TILHBYt AU rlidit. 

TOT 00UW: Did you wish to address yourself 
or any coment on this version of the financial 
picture Just rendered by Mr. Tllney? 

NR. HARRIS: X don't think much will be 
accomplished by nit picking. As I indicated earlier, I 





don't hav« tln» roally to digest the substance# the fon 
of Mr. Tllaey's presentations. As an exaaiple# for hln to 
saj glibly that 73«000 shares of City Coonerse can be 
liquidated at 25 cents a share even If there Is a pink 
sheet quotation today for some shares at 23 cents Is Just 
iBoredlble. The uan has been living with us seven days a 
week# nomlng# noon and night# telephones galore. We 
authorlaed the sale at Id cents# 20 oents. «e have gotten 
off 4300 shares. For him to cone In here md tell the 
Court that he can sell today 73#000 at 25 cents# uell# 
uhere uas he yesterday or last ueek or the seek before. 

It just doesn't aake sense. 

He has been helpful to us# but he Is causing 
us a considerable aaomt of aggravation here. As late 
as our last meeting# uhloh uas just a few days ago# 
before the holiday# I asked him point blank does be feel 
that Sundown has to be sold# and he said no# It doesn't 
have to be sold. He comes in here today with a 
proposed agenda and he sort of aoqulesoes that Smdown 
will have to be sold. 

This is exactly idiy Z have Insisted and cautioned 
ccuisel and co*reoelver and all that that from now on 
apparently we are Just going to have to bring on everything 
by order to show cause and increase the adalnlstratlwi 
load here. That Is the only way to pin It doisi once httd 







X r«oo 0 &UM «• hay* oharaottrlMd Nr. YUn«y 
bafor* at baliig optlalatlo, and Lord bXt'^st hin for btiag 
optlBlttlo. tt it battor than, parhapa, btlng eoaplrtaly 
pattlalatlo. But a Uttla raalian would halp alto. 


Ht la not halping us any. Va don't know wbathar to co 


abssd towards doing aonathlng or aooonpUshtng aonsthlng 


Ihtaga do not look blaak at all. I don't 


think to. X don't think eomsal think so 


tustonsrs, erwditort, tha Court and tba patitionsr in 
this proosading, but if wa oould all alt hack and taka 
at aueh tint at Ifr. flinty llkaa, mdoubtadly all thtta 


ttowltlat will rtoovtr — I shouldn't say "rtoomr" — 
will ptrhapt bt talablt at hlidier yalutt, but that ltn*t 


fair to tbs austonars, ortdltors, tha patltlonar aaid this 


tft art not hara to apaoulatt on tha futurt Murkat 


in stttarl^laa or raal aatata. I think Nr. flinty imowt 

that. ;ot a ohlld. Ba shouldn't tay wa fho»«ld 

hold on btaauoa a ytar or two or thrta from today toat 

ttoianty will bt worth nort than It tan bt told for today. 

Thtta things Just aran't of tht sort that tan tatlly bt 
told, and X think ha should rtoognlsa that wa hart to taka 

a bid whan wa gat it. Va Just can't sit back. 
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Zt haa b««n sugftatad to hia on any nvmb%r of 
oMtaliliM that If ha could oona iq) obvloualy ulth tyijnda^ 
aoq«altitanoat« rolatlvaa or others wt would ba dtlightad 
to aall than aoat or all of tha saourltlas or real aatata. 
Obnoualy^ your Honor« wa don’t need your Honor’a pouara 
fron day to day to do thaaa things. It wouldn’t ba 

your Honor. That lan*t tha nat«jra of this aort 
of a prooaadlng either. 

Perhaps at tha non a nt Z faal a little praaaad 
by the printing press of Hr. Tilnay. X dislike eonltts 
In hara« being girsn aonethlng" Just as I an ready to sit 
dom snd haeen*t had tins to read it either. 

m OOUHTi Does the SEC wish to be heardt ■ 

•O. OXIBTUTt Your Honor, Z would just 
like to clarify one thing. Perhaps Mr. Banisoh said it 
but Z didn’t hear it. 

THB COURTt Please keep your Toiee uP* 

MR. ORUBTJff: Perhaps Mr. Beniseh remrkad on 
it before, but Z wasn’t clear. 

Did X understand you to say that as to the 
property that has bem denoted the siianp that that was 
held by the entirety — 

MR. EBfISCHt It was held by PTederiek and 
Dorothy Tilney. 









and of the road. Ve tiant to do everything that la 
oonaeivably poatlhle to bring this eatate out of liqulda* 
tloQ at a 100 per cent if poaaible or oloae to that and 
preatrve uhattver uo can for you. nilr. la uhy ua have 
beta to patient and this la idiy ue have been follovlnf 
thla oourae* 

Vom$ thla estate haa been in the throes of 
being ifo«nd np for a long tine. Xt eould have been voiaid 
op very quiekly because the fvnotlon of the receiver in 
tbeae oireuDstaneea would have been to liquidate at the 
earliest coat efficient and quickest poaaible tlan. 
we didn't follow that bloCk-buster a^}rottah. We 
didn't put everything uader the haancr because we thou^ 
we would sort of attenpt to stabilise and feed out. X 
think to the extent that that haa been dona we have« X 
thinkf done better than would have been the faet had we 
Juat picked vp the wire and ixiat said her# it goee. 

MX. TZUIErt Vo question* 

IBS OOOBIt Kowaver. we can't continue thle 
Indefinitely. We Just can't oentinue this Indefinittly# 
becauae the receivers have the legA okiigatton to wind 
up this estate* Vow, we went to wind it up* 

MX* TZLSEfi That ia correct, air* 

TBS OOUHIi We wont to wind it up* Xf we can 
get acre for Staidoisi than ^ISO^OOO, well and good* Xf we 
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••• tntCMa^^d in this aaaino and idio would nyif %<> 
4dwl %o|^lha7 idMvabjr %twY can boFPoiw ^"fa soMy 
witb Ite atook of Mitanuaka In tbara« ao on and ao forth. 

Jt aoiaida wild« but If thay ara.of^riaf 30 
thara la no ban in aaklng for 4o in a tranaaotim of 
that aort« aad it nisht ba wo e;^i ban It out at a good 
Pflaa. It la worth axplorlng. 

X hava wada no othar afforta in that dlnatloa. 
Ihp» ftrrla i^a up in Aiaaka laat yaar. Ba knowa tht 

Iha Natanuaka ThQ.lay waa in poor ahapa aftar 
th# dlaaatara. it la apparantly now tanlnc •*» 

•*** Xt aajr hawa aona walwa. Aa you Know, Up. BawKNI 

la iataraatad In laa Tagaa and ha la alao i-tiraataiT in 
Aiaaka. 

ooOWi Apart j^roai that# do you haua aay 
othar t ho ui ftt a about how thaae aharta oan ba plaoadt 

NR. TXUORrt only through tha bank offlaara ' 
thanaalwaa# aa wa did with othar atboka. 

*■1 OOUBTi Bara thay Indlaatad aiqr Intataatt 
NR. msiT: Thay haaa not. Thay did not In 
^•••■toar. I will aay that thay aald# WaU# you on aaU 
aanla hiaidrad aharaa at 25, 100,300, ao forth. But 
thla talaphona oall l thoumt waa Intaraatlng. It oana In 
iWdajr aftainoon. X had a wary buay day Friday batwaan 
Tlnkar and that. 












W tltiiiitli t# ooIUtmi tad ao twrnh, 
il em af tlM rtvouibilitF of ito# 

181 OOUVt Hm do you thlak nt M Itiplilldi 
Bit 08 Iht dollairt 

■I. RUORTt mik, «lr« X au folmt 8» ipl* * 
tloi* €8 «ht bMia of 18 figwoaj liiioli X Mid 


lOL BBOSGHi Tour Ilcaor« oi8 maaowMRls tHi 
« WM 4aiai mod to dot# of |315,800« 

HR* HUXTi ttut InolodOf M^OOO of CM# 
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1^ EXCJ'AkgE commission 
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• ,.' 'flalntiff,.** .'•, 

•fgaiuBt-. 


.‘•‘‘'‘ORDER 


D«f«ndants 


At Mov Vork 

1969j‘.,. 4 


•aid Oiatrlct 


:<JAy of April 


TillMy i 


Prtfar to Show 


,«»• Vnitod 


S.J; 

Tllnoy and’ 


f Porothy m 


V' ; ^ •«««. eauaa bofor. 

^ co,„t to, ^ ..^to-o, AU.to;'i.„ 

.«to.t Tlto.y . 

Statistical CorDora..^,,^ .. ' ' . "JV 


/■I P.y.^. 
A.T' 

• rw’A "» 


parties 










•cici before th5i» Court 


t»'f «pplic 


on April 10, ) 


Cuilltn^n C Tiimoat 


Robert G. B 


pi Cour.or I, attornevB for the•BccBtvcr!i . 

and no opposition thi^cato 


arnd in support thereof 


having ap; 


having been midc, and it appearing that' Utu settlement of 


said lawsuit upon lha terms and conditions set forth.in' 


said Petition is in the best interest of the Receivership 


ORDCUEU,. tl>at the application be and the same 


hereby is granted in all respects^-and it is‘.further 


ORbERED;. that the Race^^vers .herein be/ and they 


r A II hereby are authorized to 


P*y City of Hone, out of the Re- 

'celvership estate the ewen of $20,000 in settle¬ 
ment of the action consnenced by the City of Nome 
against Tllney f. Company, Frederick Tilney, 
Dorothy Tilney, I. Alan Harris, J. C. Hogan 
and aovernmontf 1 Statistical Corporation; and >- 


> '' 2,''credit Oovcrrvnental S tat la t ical'Corpora- 
'tlon iti tho apwunt of $44,000 on the books of Tilney 
A Company, such amount to bo credited against .tho 
obligations (principal and accrued interest) en-. , 
joying the leased seniority in.right of payment.’. 
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ROBERT C. BENISCH, ESQ., of Counsel. 


24 

25 

Also Present: 

Mr. Frederick Tllney 

Mrs. Tllnev 
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THE COURT: I supRested to Mr. Harris that 

we call a conference this mominR because of the 
matters that he reported to me on June 3rd after 
havlnp communicated with my chambers on June 2nd for 
an appointment, and I thought that the entire matter 
ought to be spread on the record, and that is the prime 
purpose for our convening now, and I will suggest that 
Mr, Harris proceed to do Just that. 

MR. HARRIS; Last Wednesday Just before the 
holiday at a meeting In my office with the other 
receiver and counsel, Mr. Benlsch, and Mr. and Mrs. 

I Mr, Tllney raised a charge or an innuendo 
or suggestion that I had become a director of the 
Waddlngton Bank, Waddlngton, New York, and that this 
was improper or unethical. The background Is that the 
stock of the Waddlngton Bank had been among the assets 
of the estate, and additional stock of the Waddlngton 
Bank was owned by Dorothy Tllnev individually and 
Dorothy Tllney as fiduciary for several of her children, 
having nothing to do with the estate. 

In line with the duties of the receivers 
when we took over, we sought to liquidate assets, 
we sought to do some Inquiring into the value of the 
assets, and we sold other securities and other assets. 


SOUTHERN DISTRICT COURT REPORTERS 
United States Court House 


170 


(Retyped for Clarity) 











• r'0^rr''i»y 


/ 


1 

2 

3 

A 

5 

6 
7 
R 
9 

10 

11 


12 


13 

lA 

15 

16 

17 

18 

19 

20 
21 
22 
23 
2A 
25 


and in the late spring, Vr. Hop,an, co-receiver, 
believing that he had authority from myself as co- 
receiver to sell the stock at $A7 a share, advised 
Blythe 6 Company on the telephone that they had the 
stock at $A7 a share, the stock belonging to the 
estate. At that time, of course, and for some time 
prior thereto I had been negotiating or seeking to 
convince an old friend of mine to acquire the block 
of stock of the Waddington Bank at a better price than 
that, at about $50 a share. When Mr. Hogan advised 
me of the $A7 I expressed surorlse and stated to him 
that he had not had my authority, and this I believe 
was at the verv end of May of 1968. 

During the next few weeks I had several 
conversations with Blythe & Company or the registered 
representative of Blythe & Company, telling them that 
I had a $50 bid, would their person match or better 
the bid. On several occasions I sought to Induce 
them to hold an auctlotlon down In their office or board 
room, and there were other aspects of the deal, but I 
Indicated to him previously that the banking department 
of the State of New York had requested Informally that 
1 advise them In advance as to who might be the purchaser 
for this block of stock of the bank. Deputy Superintendent 
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r.athamn In question, and over the next few weeks 
during; the month of June nothing was resolved with 
Blythe & Company, and on July 10 Mrs. Tllnev Individually 
authorized her bank. Long Island National, Hlcksvllle, 
to deliver 96 shares of stock, the 96 1 am referring to 
which had nothing to do with the estate, against pay¬ 
ment of $50 In conjunction with the other sale of the 
estate stock, and on or about Julv 19 or July 20 the 
Long Island National I believe delivered the stock 
and thev received pavment and advised us of the receipt 
of the payment, and I assume thev paid Mrs. Tllney her 
money In the estate; they didn’t pay the estate most 
of Its money because they were In a pledgee position, 
they took the money and they held It, and that was the 
end of the matter. 

In the late fall — this Is In July — In the 
late fall, actually I think It was In December or In 
January, I was requested as a result of the picture that 
developed at this Institution, the Waddlngton Rank, I 
was requested by Mr. Stubley to go on the board with blm 
at the January meeting, and at the January meeting T 
was elected as a director. In order to quallfv as a 
director Mr. Stubley transferred, not beneficially, 
but of record, transferred the necessary qualifying 
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shares Into my name. 

I am not the counsel for the bank. I am not 
getting anv money out of It. I eet $15. I attended 
a directors meeting at $15 a meeting, and there are 
many, many headaches at the Institution. But mv co- 
receiver and counsel are not aware of where, and I am 
not aware because subsequent to this discussion of 
Wednesday afternoon, on Thursday I had occasion to 
attempt to reach Mr. Tllney In connection with other 
matters to move this estate forward, and I felt that 
he would refuse to talk to me; he hung up or said he 
was too busy on two occasions to talk to me, and so 
at the end of the weekend -- that was Thursday after¬ 
noon, and after the weekend I contacted your Honor 
on Monday. 

THF COURT; Well, Is it fair to sav that 
the events that you have Just described now were not 
revealed to the Court or to vour co-receiver or to Mr, 
Benlsch until this past week? 

MR. flARPlS; No, that Is not fair to sav. 

I described many events, most of which — 

THE COURT; Well, perhaps I ought to be "*ore 
precise; Is it fair to say that the Information that 
vou have just indicated, that the shares were sold for 
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$50 to a friend of vours, topother with the fact that 
you were elected to the board on January 6, 1969 — 

MR. HARRIS: January 15. 

THF. COURT: J.intiary 15, 1969, and that 

qualifying shares were transferred to vour name, were 
not known to your co-receiver or Mr. Benlsch? 

MR. HARRIS: The only thing that wasn't 

known was the election to the board. They knew that 
I was negotiating with a vcrv old friend of mine. Mr. 

Tllney knew that. 

THE COURT: Certalnlv this Court had no 

awareness of recollection of that. 

'Ht. HARRIS: That la true. T*iat Is true. 

THE (’OURT: Do vou wish to make anv statement 

In connection with It, Mr. Hogan? 

MR. H(X',AN: Well, I can confirm the state¬ 

ment of Mr. Harris, that 1 had no knowledge of his 
directorship In this bank until I was told abotjt It by 
Mr. Tllney about one week ago, and I then asked Mr. 

Tllney to set up a meeting, which he did, and that It 
should be snread on the record at the meeting In the 
presence of counsel and mv co-receiver. And 1 said 
that I would take no cognizance of it until we did have 
a formal meeting and spread it on the record, but 1 did 
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not know anyth Inr ahoiit hln lioinf' a director of the 
bank or havine anv stock in the bank until mat time, 
niK COl'RT: Mr. Henlsch. 

MR, BENTSCH: T would repeat what Mr. Hopan 

has said Insofar as not belnp aware of Mr. Harris' 
belnR a director of the Waddlnpton Bank until perhaps 
ten days or two weeks apo or anv stockholdlnp Interest 
therein. 1 was aware at the tine that the stock was 
sold that Mr. Harris had heen nepotlatlnp with a friend 
of his for the purpose of pettlnp the best possible 
for the stock. 

At the neetlnp that Mr. Hopan referred to 
which was held, I believe it was a week apo yesterday, 

I attempted lo elicit from Mr. Tllney just what his 
specific allegations were here and what. If anything, 
he Intended to do about it, and at that time Mr. Tllnev 
expressed the feeling that he was not going to do anv- 
thlng about It but he was going to pursue an Investiga¬ 
tion and rely on the advice of counsel. I see that 
Mr. Tllney has counsel with him here today, and It Is 
my feeling that 1 would like to have some Indication 
from Mr. Tllney as to lust what his position Is with 
respect to this development and what he has In mind by 
bringing this up and creating the issue. 
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2 MR. HARRIS: Isn’t it a fact that Mr. Tllnev 

3 said he wouldn't have anythin)? to do with it or wouldn't 
^ talk to «e In the future? 

5 MR. BENISCH; Well, this Is one thlnp, ves. 

6 I had occasion to speak with Mr. Tllney on the telephone 

7 Thursday, the dav after the neetlnp, and he had called 

8 me and asked me to yet some information from Mr. Harris. 

9 I think It was the name ot the surety company on the 

10 receivers' bond and the policy number. I said that 

11 this was In Mr. Harris' possession, he could probably 

12 yet It from him. He said he was not talking anv longer 

13 to Mr, Harris, I suggested that Mr, Tllnev have his 

14 counsel contact Mr. Harris in that event. 

15 THE COURT: Well, on that point Mr. Tllney 

16 called my chambers, and one of my clerks talked with 

17 him in connection with his reouest for Infor.>iatlon in 

18 connection with the surety bond and I think Mr. Tllnev 

19 at that point Indicated to mv clerk, when he suyyested 

20 that he call Mr. Harris, that he did not want to call 

21 Mr. Harris, and that he was referred to the clerk's office. 

22 I think that Is correct, isn’t It? 

23 MR. TILNEY: Perfectly correct, vour Honor. 

24 THE COURT: I would like to hear from the 

25 SEC. 
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MR. ORMSTF.N: Yo,.r Honor, we were onlv 

apprised of the bare facts and the factors here late 
yesterday afternoon. In conseptience,have cone here, 

I have come here reorescntlnR the SKC to learn more. I 
would In connection with this attempt to learn more 
like to raise a fjuestlon. I wasn’t perfectly clear on 
all that Mr. Harris has related. Mav T ask on the 

record a question because I would just like a clarlflca- 
t Ion? 

You said, Mr. Harris, In vour openlne exposi¬ 
tion of this problem that the shares were selllne for 

$47 and were belnp offered bv Hlvthe 6 Company, Is that 
correct? 

MK. HARRIS: No, I did not. There was no 

market for the shares of the Waddlngton Hank. Mr. Hogan, 

In pursuit of his duties, on previous occasion _ In 

fact we had just finished selling through or to Blythe 
i Company a block of stock of another bank. We were 
soliciting bids for our various Inactive holdings 
through Wall Street houses and elsewhere. At that 
time apparently Mr. Hogan, with Blvthe & Company, had 
gotten Blythe 6 Company to bid for the bloc^ of stock 
$47 a share. Mr. Hogan rhotight he had mv authority to 
sell at $47, that It was a satisfactory price, and he 
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In effect orallv conflnned the sale to Blythe, and thev 
Issued a conflrnaCion to the receivers, say inf; tliat thev 
had bouf;ht the block of stock at 47. I was then 
engaged In convincing Mr. Stubley to buy it at $50 
and therefore I in a sense rejected the Blvthe conflrma* 
tlon, the trade. 

MR. ORMSTEN: What was the time Involved 
between the time that Mr. Hogan had negotiated in part 
the transaction with Blythe h Companv at $47 and the 
time which Mr. Stub lev purchased the shares at $50? 

MR. HARRIS: 1 don't have a copv of the Blvthe 

confirmation. 1 think the Blvthe confirmation was 
probably at the end of Mav. During the next several 
weeks there were lots of telephone calls and arguments 
and attempts to resolve this thing on the phone. The 
actual written agreement to sell or of sale with Mr. 

Stublev was July 12. In other words, five weeks or 
so. 

MR. ORMSTFN: At that time, Mr. Harris, von 

say that there was no market as such, actual trading i 
the stock? 

MR. HARRIS: That is correct, 

MR. ORMSTEN: There was no over-the-counter? 

MR, HARRIS: Absolutelv not. 
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-K. ORVSTFN: No bid or offer quoted? 

MR. HARRIS: Thot Is correct, 

MR. ORMSTEN: You also did sav that there were 

transfers to you In connection with the assinnptlon of 
the directorship shares. How nanv shares were sold, 
mav I ask? 

MR. HARRIS: 883 and a fraction. 

MR. ORMSThN: Of that amount how manv trans¬ 

ferred to you? 

MR. HARRIS; The necessary amount*100 
shares. Thev veie recorded and registered m mv name, 
and that was in January of this year. 

MR, ormsTFN: Your Honor, It would seem to 
me at this nrelimlnarv stape that one essential fact 
would be the question of the value of the shares, and 
I direct my Initial Inquiry to Mr. Harris alonp those 
lines because I feel If they set a price that could 
have been obtained then I don’t know how the creditors 
would have been hurt. I think that would be the 
rravamen of any criteria that we would look to, have 
the creditors been hurt or not. On the other hand. 

If thev were sold at a lesser value we would be Inclined 
to take a somewhat different view. So Initially we are 
concerned with the question of value, the value of the 
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THK fdl'RT; Well, von have anticipated one 
part. I mlpht as well put that to rest here and nm;. 

Your asency is made up of experts. Can we pet the SFC 
to nut a valuation on these shares? There are 
valuation experts in the field for different purposes, 
for the purpose of valuation of shares of stock, for the 
purpose of merper where stockholders are disgruntled 
and do not feel that the tender offer is fair, and we 
have valuation for purposes of estate ntirnoses and a 
multitude of other areas In which valuations arc 
Indicated. 


Now, in view of the participation by your 
agency, and its verv paramount function, which T have 
stated repeatedly ad nauseam, T might say, that you are 
protecting the public and the creditors, and I think 
perhaps it would he desirable as well as advisable for 
your agency to put a valuation, on these shares of stock. 

You have the know-how and have the help, and that problem 
Isn’t going to be too complicate! from the standpoint of 
time consumption or effort. 

MR. ORMSTENs Well, to the extent that we can 
present to the Court a valuation we shall make everv 
effort to do so, but T would, without quibbling, make 
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this point; Tf ihr Court imtImps , ^ust talUr.R in 
peneral terms, said the SKC could put a value 
on them, we would attempt to find out what the value 
would he given bv experta or people who have expertise, 
and we would report that to the Court. 

THE COURT; Before we depart from this par¬ 
ticular area, I can draw on mv recollection concerning 
the sale of the stock as reflected on the record that 
at the tine of the discission about the shares of these 
stocks and the price offered hv Blythe f. Compnnv which 
stated that there was no opposition, in fact there was 
consent by all concerned. Including the SFC, but of 
course at that time we weren't aware of the additional 
facts that have just now been stated on the record. 

Now, 1 would certainly be pleased If the SEC 
would undertake a valuation and prepare a report for 
the Court at the earliest possible time. I think It 
Is not only necessary from the standpoint of the Court 
.and of all of us seated around the table, but certalnlv 
very Important for the SEC to know how this valuation 
compares with the actual price of the stock, as it was 
finally effected. 

MR. BFNISCH; Your Honor, may I Inquire as 
to what date the valuation Is that vou are looking for? 
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TMK roi'RT; Well, I h.iven't thotipht too much 
about It, but 1 suppose the valuation would he as of 
the time of the sale, would it not? 

MR. BENISCHi 1 agree. 

THE COURT: But if the SEC prefers to use any 

other time schedule or timetable, I am prepared to con¬ 
sider that, too. I am not committed to any time at 
this moment, but I would certainly think that at least 
one of the time periods that ought to be considered in 
this valuation is as of the time of the sale, but vou 
agree. 

MR, BENTSCH: It would seem to me that that 

would be certainly one of the essential times. 

THF COURT: Now, vou represent Mr, Tllnev, 

do vou not? 

MR. CONNELLY: Your Honor, mv name is Mowrv 
Connelly. I am associated with Cadwalader, Vickersham 
& Taft and we represent Mr. Tllney. As an individual 
I have been Informed of these events recently, and Mr. 

Tllney has consulted with other counsel including Mr, 

Clarke of Cadwalader, and T would prefer that Mr. Tllnev 
speak on his own behalf. 

MR, TILNEY: Evervthlng 1 have heard here this 

morning is correct, vour Honor, and as far as the 
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v.iluntlon in . onr«.rned I would foci tlua t!>c nroner time 
would be at or about the time of sale. T aproe with 
that entirely. 

On May 29 I did plve a memorandum to the 
receivers at a meeting we had indicating that the 
Waddlngton Bank stock was controlled stock, and that as 
controlled stock It would have a higher value than book 
value, and the book value we established at around $70 
a share. The higher value would be a oroblematlcal 
matter. The receivers had told me that they weren’t 

sorry to sell anything at any price to raise funds for 
the benefit of creditors, for which I was one hundred 
percent In accord. Tlie only ouestlon T raised In this 
Issue now was a proper appraisal made of the stock and 
were proper efforts made to find the highest value. 

This is something which I am counselling with firms that 
are In this field now, and I would further report to 
this Court that during the course of this transaction 
the stock was offered to me by another firm at $65 a 
share. 


THE COURT; 
MR. TILNEY: 
THE COURT; 
MR. TILNEY; 


Well, will you tell me the firm? 
Yes, Brill, the name of the firm. 
Brill & Companv? 

Brill & Companv. 
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THE COURT: 

What Is their address? 

3 

MR. TIUVF.V: 

I haven't jot the address. I 

4 

can Ret It for your Honor. 


5 

THE COURT; 

Are they on Wall Street? 

6 

MR. TILNEY: 

They are. They called me at 

7 

my office in Lonp Island, and I reflected this to the 

8 

receivers. Apparently somebody was movlnR the stock 

9 

around. 


10 

THE COURT: 

UTio Is "they"? Do you have anv 

11 

names? 


12 

MR. riLNEY: 

I have no Idea. I only know 

13 

that the stock was offered 

to me In the presence of a 

14 

witness at $65 a share. 


15 

THE COURT: 

Well, the "they" who called you t 

lb 

did they sav — 


17 

MR. TILNEY: 

It was Mr. Brill who called me. 

18 

He Is a trader In over-the-counter bank stock, whom I 

19 

did not know, and he made 

this offer to me. 

20 

THE COURT: 

Are these the precise 883 shares 

21 

MR. TILNEY; 

No, It was not the precise 883 

22 

shares; it was a sllRhtlv 

lesser amount; It was 675 

23 

shares, because 1 didn't know where the stock could 

24 

possibly come from because 

It was controlled stock. You 

25 

see, your Honor, this bank 

lias a total outstandlnR 
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rnnlf il of 2500 sharos. Of those shares .ipproximatolv 
3oo-o8d are not vhat would be called live shares, the 
hank havlnr been reorranlzed „nrter the Spokane method 
of recrpani7,nion of hanks fn the thirties, and the 
stock was widely <Hstrlhured to former depositors, m/.nv 
of which passed out of the nirruro. and the bank, had no 
rontart with them. Therefor.- | lo.-l af rouphlv 900 
shares Is and was effective control, 

‘9{. HOf.AM: ygv j ma|,p ^ statement, vr.ir Honor’ 

THK (n(ipT: Yes. 

''R. Hfr-AN’: With reference to the offerinr 

price to Mvthc. it fs m reon 1 lect i on that Vr. Tllnev 
knew that T was offering It at S',? to HI.-the, and as 
a matter of fact I h.id .i counterof fer at 45-1/2, w? trr, 

I turned down, hut r reinstated my offer ol 47, and when 
they accepted the offer there v.,su', any ohiectlon, as 
T recall, on the part of Vr. Tilney, As a matter of 
fact, at a meetlnp where we d'srussed the natter. I .fJd 
fnslRt that mv co-receiver had >ereed that this was the 
orlce and that T, a.s receiver, had a moral resoonsIhi 11 1 v 
to deliver the stock, and I know that CJvthe A Comp.anv 
^'’npht In the contract from its customer at a loss of 
about $4,000, accordlr.r, to rv recol lect for. Put there 
v.as no ohlectlon on the nart of ''r. Tllnev to our offerinr 
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1 japw 

2 it at $47. 

3 MR. BENISCH; I would point out, your Honor, 

4 that I was present at the meeting ac well at the time 

5 that this matter was discussed on selling the shares of 

6 stock, and I am quite sure that Mr. Tllney made no 

7 objection to the sale of the stock to Blythe at 47. 

8 1 1 x 1 fact don't even recall him saying he had 

9 established a book value for the shares of stock. 

10 When he says "we," I believe he Is using the royal 

11 "we". The receivers and myself or anybody else involved 

12 In the administration of this estate never arrived at a 

13 book value of this stock, I know Mr. Harris was 

14 attempting to examine what financial data there was 

15 available to the bank, but I don't recall any statement 

16 that this stock was worth more than $47 a share at 

17 the tine we discussed this matter at the meeting in 

18 Mr. Harris' office, and in fact, I got the impression 

19 that both Mr, Hogan and Mr, Tllney were quite satisfied 

20 . with having gotten any bid at all for the shares of 

21 stock. Subsequently, Mr, Harris got a greater bid, and 

22 and then at the time the offer of $50 a share was 

23 accepted I don't recollect anv objection having been 

24 made by Mr. Tllney. I for one was surprised and 

25 delighted that we did get $50 a share for them, based 
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on what I had learned of the bank. 

MR. OKMSTEN: What was the date of sale? 

MR. HARRIS: July 12, 1968. 

MR. ORMSTEN: And the date Mr. Hogan — 

MR. HARRIS: I believe the end of Mav. 

Five weeks before. 

MR. ORMSTEN: Your Honor, may I lust ask a 

general question? I am given to understand there was 
In the estate other stock for which there was no market, 
that is, stock which was not being actlvelv traded on 
the exchanges or over the counter, and In consequence, 
selling It you would have to find a buyer through 
negotiation outside the regular market. Did the 
estate adopt a regular procedure for the sale of this 
stock In the sense of auctions or any method by which 
feelers were sent out to buyers? I am just curious 
In respect of other stock, let us say, leaving aside 
Haddington for a moment. If there was a set procedtire 
such as auctions. 

MR. HARRIS: We had occasion to discuss the 

ultimate resort, that Is, auctions at which the stock 
or other assets would be ^old without regard perhans to 
a reserve price of perhaps with a reserve price, but up 
to now we hadn't. We had In the case of other inactive 
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stocks in question, of course, with the asslstmce of 
Mr. Tilney and others watching the pink sheets and con¬ 
tacting, for example, the presidents of the respective 
institutions or the vice presidents as to whether they 
had any custoMrs who were interested in buying shares 
of stock. Attempts were always made with the individual 
corporations themselves and their officers. 

MR. ORMSTEN: Were those attempts made in 

the Instance of this stock, the shares of Waddington? 

MR. HARRIS; Yes. I called on the phone 

one of the directors on two occasions up in Waddington, 
New York. I called Mr. Henry Howard, who was a 
director and counsel for the hank up there, and told 
him that we had the block of stock and asked whether 
there was any interest in buying the block of stock and 
what price and so forth. He advised me that the stock 
was being bought very Infrequently; he would find an 
estate had six shares or 16, perhaps, or something, and 
that the numbers he was using were $23 a share, $25 a 

« 

share, which subsequently has been confirmed to me, that 
Mr. Hansen, the president of the bank, and Mr. Howard, 
a director of the bank, have purchased shares of stock 
of this bank once in a tfhile when it becomes available 
generally through an estate or a person wants to sell up 
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there at prices belov $35 a share. 

MR, ORMSTENs Where Is Waddington? 

MR, HARRIS: Up on the St, Lawrence Seaway, 

equidistant between the cities of Ogdensburg and 
Messina; the Village of Ogdensburg and Messina, 

MR, ORMSTEN: Do I understand you to be 

saying. Nr, Harris, that there has been a sale made of 
the stock or sales for a year or two In small lots? 

MR, HARRIS: Not to my knowledge. I under¬ 

stand It from Mr. Hansen, from Mr. Howard — Mr. Hansen 
Is the president and Mr. Howard a director and general 
counsel of the hank, and from Mr. Strathdee, the vice 
president and cashier of the bank. Actually Just not 
too long ago Mr. Stubley acquired Mr. Strathdee*s 
106 shares at something like $37 a share. 

MR, ORMSTEN: Was that prior to the time — 

MR, HARRIS: No, just fairly recently. The 

reason -- well, I don't want to clutter up the record 
with the Reasoning and so on. 

MR. ORMSTEN: I slmnlv wanted to get a seneral 

picture of whether there had been other sales. I 

•% 

think one criteria for determlng price would be what 
stock brought on other occasions. 

MR. HARRIS: The situation as It developed. 
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as Mr*, putt; w:- .’y .3 hs ha« put it, 

and that is he undcrotoo'! it ;‘.s hiu i:‘«collsction, 
it is more than that, '-To t-’s nr United that we •'jeiw 
finally gett ji; someone >c T ik a. ong the lines of pv^ 


6 or $50 a share at that t’.me.., and iVr. ^.’ilnay did no-, 

7 raise any objection wliatscn- 'x* to the h'f, and of ct.-.^rse 

® he vds delighted at the JS'-'. ;.u 3. Tii'^oy addad her 


9 

stoe'e to the paokage. 

•ihr- coj'jEortSj I ressT^/e 

10 

ay rij^t to go 5.nto bo'iic val'.i.’o i.’Xhl coridition of the 

II 

barik. 


12 

MR. OIv^iSTEiN: 

itiy I j/Al: a clarifying question? 

13 

!>id Mrs. Tllney also ac 

1?. her fjhai-f53? 

14 

MR. E/umiS: 

Yes. 

15 

MR. 0RI-K?rEN: 

At -;o? 

16 

MR. E/kRHIS: 

Yes, 

17 

Kil. OKHSiiiil: 

-'Jo '.iwued .!-.'!KiOpfcr.ae.a..i;'-, 

18 

individually? 


19 

MRS. TTLNg^r: 

Yoa, C3 ar .Individ:xal. 

20 

ME, CR:.I2a=KI> 

Ao -r: Indi'riduai, 

21 

MR. HARRIS: 

9 o i}'.\(ix'C',r, 

22 

THE COtHlX: That a voluntary act of yours. 

23 

was it not, Mrs. Tllney? 

34 

MRS. TIi:j«2Y: 

Veil, if cy husband had kci)t 

25 

ttie controlling stock I 

cculdn^t ha.VC sold lu;, 96 abnreo,.. 

^rrcih.. - 


clXrrHErt:^’ 



'v>. 
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2 with three children it Is very little value, $ 23 , 

3 THB COURT: But apart Irom your reason, that 

4 was a voluntary act of yours? 


6 yes, sir. 


HRS. TILNEY: I made the decision myself. 


HR, HARRIS: Your Honor, the word "controlling" 


8 Is not necessarily agreed to here. Control short of 

9 31 pez*cent Is one of those things that sometjmes exists 
IQ and sometimes doe&n*t exist. 1 ; turned out subseonently 

11 that an equal number or pei^ps more than Hr. StUbley 

12 boui^t In July, 1968, was In the hands of the five 

13 memb ers of the board themselves, plus two outside women 

14 who were, 1 believe, clients or acquaintances of the 

15 Hbwards up there. So that you had a situation where 

6 local coamunlty could very well have not turned 

7 over control. If Hrs. Tilney thinks that control la of 

8 any real value In the Institution. 


20 Tilney? 


THE COURT: Old you want to be heard. Hr. 


HR, TILNEY: Jtist to recite briefly th# 


22 memorandum I handed the recelvei>e on Hay 29, 1968 , In 

23 idiloh I told them the status of our holdings away 

24 the part they Icnew they had themselves. I made the 

25 observation that the book value. Including the reserves^ 

SOUTHERN OISTRICr CX3URT REPORTERS - 




2 was $51«50 a share. !Biat tfag LecCThor 31, 1967, and 

3 with reserves about 57. I iniioai-:e<i what the loan 


4 situation was and also pointed cut the building and 


5 eq^lpment of the bank was carried at $5700 on its books 

6 In ari'ivlng at book value. Ttie original building had 

7 a cost on the books of $60,000. .1 indicated that I 

8 felt that the stock, the reailatlc price for the stock,. 

9 would appear to be somewhere in a }*anga of $70 to $80 

10 s Shers If ocmtrol was Involved, eijace the holdings 


That Is 


THE COQRTx 


THE COORT 


COURT: Did you ever indicate any dls- 

20 approval of^the $50 price for this stock? 

21 MR. TrUQtY: I did not, sir, 

22 THE COURT: Wuit position would you suggjsst 

23 that this Court take at this tine? 

34 IE, TEilBY: I have been Informed by counsel 

25 for the receivers that the receivexs have the authority 
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think the first thing that vou, Mr. Harris, ought to 
do Is to resign from this board, and I think In con- 
function, of course, with the resignation from the 
board that It would go without saving that the ouallfy* 

Ing shares would be returned. 

HR. HARRIS; Of course. 

THE COURT: Because, as I understand your 

recitation, the shares were given to you purely for the 
purpose of qualifying. 

MR. HARRIS; They are not given, your Honor; 

they are eerely recorded purely for the purpose of 
qualifying under the State Banking Law. 

THE COURT; Now I would ask you these 

questions concerning the shares, 100 in niaber: Do 
you have any dopination or control over them for the 
purpose of transfer or sale? 

MR. HARRIS: Ho. 

THE COURT! No», .r. th.s. .h.r.i rador.Ml 

in Do th.T b..r .„dor.».nt ...trlctlnR 

them? 


MR. HARRIS: 
THE COURT: 
MR. HARRIS: 
THE COirRT: 


No. 

Are these shares in your possession 
No. 

In whose possession are they? 
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MR. HARRIS: Mr, Stubley. 

THE COl'RT: Then am I to iinderatand that 

the meaning of this is that you are the nominal holder 
and that they are the beneficial holder? 

MR. HARRIS: That Is correct. 

THE COURT: Then we understand that the 

first step that you are going to take limnedlatelv Is 
to resign from this hoard? 

MR. HARRIS: Yes. 

THE COURT; And the second step is that 

will, of course, relinquish these shares. That will 
be the first step that I hope you will effect at the 
earliest possiclc time. 

Now, how soon do you think the valuation is 

possible? 


MR. ORMSTEN: Your Honor, may I be heard? 

Your Honor, the function of the Securities & Exchange 
Commission, as the Court knows generally. Is In respect 
6f disclosure. It is not the Securities & Exchange 
Commission's function to value shares, but to bring 
under the '33, '34 Investment Company Act optimum 
facts so that un Informed Investing public can make 
decisions. Cognizant and resnect for the Court's 
request, I In my personal capacity in reporting back 
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sometlmji to reject the only btd in the market. Ue 
felt we were authorized to do so. In this case, Mr. 
Hopan, Blythe & Tompany, DuPont & Company, all of Wall 
Street, Tilney f, Company, Tilney, were agreeable to the 
$47 price. I was negotiating at the time for 50. I 
felt I could get It. 1 felt that Mr. Hogan misunder¬ 
stood and didn't have my authority to sell at 47 to 
Blythe & Company and It went to $50 a share. 

What Is It you wish us to do at this moment, 
your Honor? I have developed Information concerning 
this bank now which reveals that the hank Isn't worth 
$50 a share, but this Is Information which was revealed 
subsequently as a result of my status as a director 
and having read the Banking Department reports concern¬ 
ing this Institution. I don't understand the contest 
we are developing now. I think Mr. Ormsten In a 
sense was correct that for the SFC to sit down Independ¬ 
ently and come up with an Independent appraisal of tbe 
value Is very awkward and probably would be rejected 
by the agency as something that could't be done. Are 
the appraising It for what purpose as against another 
purpose and how much information shall be given to them? 


THK COURT: 


Well, I don't think that you have 


to focus your attention upon the problems of the SFC. 
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2 ny approach concerning expensesand I don't expect 

3 to change my conservative position at this time nor 

4 do I expect to be triggered Into overreactIon because 

5 I don't thli^ that Is prudent or wise. Certainly If 

6 these problens hadn't arisen there wouldn't be any 

7 problem concerning the transaction of the stock. It 

i 

8 Is only beoavise of these things that have occurred 

9 that thare saeme to be some lurking doubt that perhaps 

10 the stock sold for less than could have beeh redllxed 
n in the nszlcsit by auction or otherwise. I am not sure 
>2 of that. X^^on't know. And so I am oompletaX^ ' 

agnostic at this times I don't know. But I expUMSt 
to familiarise myself to the best of my ablll^. at 

15 tttwr earliest possible time, I am s orry It happened. 

16 Z am aorry that I wasn't made aware that these shares 

17 were being negotiated with a friend of yours. X an 

18 aorrj that I didn't know that you had finally taken a 

19 position on tha board, I regret that It happet^. I 

20 would hav^ baaa happier had It not happened, but I 

21 can't look back over my shoulder at the moment. It 

22 has happened. And now I want to develop all the facts 

23 concerning the shms so that all of us. Including the 


SBC, will have no qualma or have any sense of doubt 


about them and that is what I propose to do. 


SOUTHERN DISTRICT COURT REPORTERS 


196 





• A- 


1 * Jsgir 



(^01 


2 I tfsHkf a full and complate and ado^iuate report concem* 

3 Ing the appraised value of thl.? property. i have not - 

. i 

4 yet received this report, l hope you will indicate ji 

5 to the appraiser that some urgency I 3 Indicated, and ' ^ 

6 I would like to wind up the eetato at the earliest 

7 possible time, and I would certainly like his report f 

8 no later than the end of next week. ■' 

• i 

’ MR. BENISGH; Your Honor, I spoke with the i 

•0 appraiser the very day that you and I discussed this t 

' > A 

n natter and expressed to him the fact that there was • f 
•2 urgency to get this more elabot?ate appraisal in ny ^ 
hands, and l have attempted on two occasions since then 
to get In touch with him, wlthoxit success. I believe ' 

•5 Mr. Hogan has also gotten In touch with him. OJiis is 

a matter of Just moving the appraiser along. ? 

TH15 COURT: Now, if you can't move the ' 

18 appraiser along pursuant to my order, I suggest that t 

you dismiss hm and get anotlier one. i 

^ /IR. BENISCH; Your Honor, 1 think we will 

2* be able to move him along. 

» THE comer! w. have another four weeica no. | 

23 Which Is necessitated by the dlscuBslon this, morning. 


24 but at the end of that four weeks I would ^^lng to be 
28 In a position to give very serious consideration to 
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of fact I think moat lawyera do, and I don't think it 
Is becoming for Mr. Tllney to Indicate to an appraiser 
how he should proceed to perform his dutv. 

Now, If Mr. Tllney wishes at hfs own expense 
to hire an appraiser to establish the valuation of the 
property, I would be more than happy to consider that, 
and I would like to state perhaps again with some 
redundancy that I am not sure that I will give approval 
to the $35,000 price. I may invite the officers of 
the Tinker National Bank here, and I use the word 
invitation very subtly because an invitation can 
immediately become an order. I may wish to have some 
discussion about their entire loan transactions with 
the Tllneys as well as this property. This Is Just 
something else that Is in the back of my mind that I 
haven't come to grips with because I think it Is 
premature at the moment, but for now I am not acting 
on this $35,000 offer. I want to see Mr. Brady's 
report, and I would hope, certainly, Mr, Tllney, that 
you. If you think that the $35,000 Is not a fair price, 
whereas you thought that the $25,000 was more than a 
fair price, that you go out and retain your own 
appraiser. I would be very happy to hear from him 
very happy to have his report. 
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Now, you pave me an Illustration of some 
of the Interference that you stippest Mr. Tllney has 
been engaged In. If you wish, you can give me a bill 
of specifications Indicating the Instances In which 
Mr. Tllney has harassed or frustrated the liquidation 
of this estate. I would also like to have some indica¬ 
tion at that time from the SEC whether there Is any¬ 
thing In the specification upon which Mr. Tllney will 
be heard at the appropriate time, whether there was 
any violation of this consent decree and whether 
there is anv reason to proceed with contempt. If 
that is necessary I will hold a hearing and take the 
appropriate steps suggested by the record. 

MR. TILNEY: four Honor, might I add a 

comment on this matter of Mr. Brady? Mr. Brady 

appraised not only property belonging to Mrs. Tllney 
and myself, but he appraised all the real property 
we have, which is of considerable value. Mr. 

Brady Indicated to me that he would be glad to work 
with me on reviewing the propertv In the most 
advantageous means of sale. it was In that pulse 
that I called him and we were talking about entlrelv 
different pieces of propertv, and i mentioned the fact 
that the appraisal was desired because the hank wished 


SOUTHERN niSTR/CT COURT REPORTERS 
United States Court House 

(Retvped for Clarity) 


199 




I 


/ 




1 

jspw 

1461 

2 

to f;et the natter settled. I 

was perfectly agreeable 

3 

to the $25,000, I reviewed with him the possibility 

4 

of rezonlnp, havlnfs: talked to 

the ex-vlllage counsel 

5 

of the village and having been 

Informed by her that 

6 

she saw no problem at all In obtaining a variance. 

7 

and he then said he would give 

that consideration In 

8 

his appraisal. 


9 

THE COURT: 

Have you retained Mr. Brady 

10 

for your own purposes? 


11 

MR. TILNEY: 

No. I have seen him as a 

12 

consultant. He was Interested In helping us. Being 

13 

In the real estate business, he could probably make 

14 

himself a few dollars on working some of the properties 

15 

off. 


16 

THE COURT: 

You mean for you? 

17 

MR. TILNEY: 

Yes, for me. 

18 

THE COURT; 

On a commission? 

19 

MR. TILNEY; 

On a commission, I mean after 

20 

this thing Is over. 


21 

THE COURT; 

In other words, a relationship 

22 

between you and Mr. Brady? 


23 

MR. TILNEY: 

Strictly between a real estate 

24 

man and a prospective client. 


25 

THE COURT; 

Well, I certainly don't think 
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vou should have talked to him. if you chose to 
hire Mr. Brady after this estate Is liquidated, that 
Is a matter entirely within your discretion. Mr. 

Brady Isn’t working for you. You are not paying 
Mr. Brady. Mr. Brady has been retained as an exoert 
to assist the receivers and counsel and the Court. 

MR. HARRIS; Your Honor, could we leave 

the matter of the substance of the appraisal? i 
think Mr. Benlsch was seeking to get clear on the 
record here as to, number one. what would be Mr. 

Tllney s attitude toward the two current appointed 
receivers, and. number two, this matter of his Inter¬ 
ference, we felt, without the need for specification, 
we listened to a lot of things from Mr. Tllney and 
Mrs. Tllney here, and t>ey go on the record, and we 
all abide by the suggestions of the Court and what Is 
deemed reasonable, and perhaps without the need for 
formal specifications and threats of contempt, it might 
.be made clear to Mr. Tllney In what respect we feel 
he has Interfered, and you might take a few more 
minutes of your time, vour Honor. I have a few more 
examples of t.a' that are much more concrete rather 
than him merely talking to Mr. Brady. 

the COURT; T would appreciate It If you 
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would desist from any conversations. < 

MR, HARRIS: I mean to characterize it, 
it is my characterization that Mr. Tllney for quite 
eome tine has been feeling his oats in this situation. 

He has a habit of writing these tremendously elaborate 
reoorts which you don't get until the very last * 
moment, which you can't read, but he now has a record 
that somewhere he eoid the potential value was 
$9 million or something. We discussed this once 
before, but I want to point out to you that the 
receivership is in possession of $55,000 worth of 
debentures issued by a corporation in Alaska, 

Anchorage, Alaska, the Citv Commerce Corporation, 
and the interest is payable on January 1 and July 1, 
and on January 1, 1968, after these receivers were in 
office, a check was received for the full six months 
interest, and on July 1, 1968, a cheek for the full 
six months interest was received from City Cosmerce 
Corporation, the obligor on these debentures, but on 
January 1, 1969, suddenly no interest check is 
received. 

Now, City Commerce Corporation, the obligor 
on these debentures, is also the landlord of a 
building in Alaska and is also the bank holding 
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company which holds the controlling stock of the 
Alaska State Bank, and in this office building there 
was an office maintained by Tilney & Company and 
Governmental Statistical Corporation, the afflli«t*d 
corporation of Mr, Tilney, and, of course, they fell 
behind in their rent before the receivers took office, 
so that at the time that we were in there there was rent 
seemed to City Commerce Corporation, but despite the 
rental accmal there was no attempt to offset the 
seemed rent against the Interest due on the debentures. 

And many discussions were had with Mrs, 
Crawford, the controlling Interest of City Coimnerce 
Corporation, as to who was going to pay the rent on 
this office during the course of the receivership. 

•nd so forth. Ultimately a deal was made with Mrs. 
Crawford, and we gave City Commerce Corporation some 
four or five hundred dollars as an administration 
expense and we received a release from City Commerce 
(^oration releasing the receivers and the receivership 
estate from any claims from the date of the commencement 
of the receivership to the date of the release, 
reserving unto City Commerce Corporation Its right to 
file a claim for acemed rent prior to the date of the 
receivership and to share with other creditors. We 
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^ pftld and we got this release^ and everything Is fine 

3 until Mr. Tllney goes up to Alaska last Wednesday, and 

4 among other people that he spoke to, be speaks to his 
j Mends Qreldlnger and Crawford, and he doe8n*t tell 
4 us anything about what la going on, but in the spring 
y we haven*t gotten our check for tte interest yet. 


nappens vnav an- une tune I wrote the letter as to where 
Is the Interest or the rent, or do I have to In my 
opinion — I think an order to show cause, you know, 
trlng her In here as to Why she basnet paid the rent, 
unless she Is In default with all creditors, she 

ee on the phone and she asks me, are we still 
interested In selling the stock of City Commerce, the 
debentures of City CoBmeree, and in that conversation 
bhe starts out, she says, "Mr. Tllney was up here in 
the^^^nter," idiloh we knew, "and he said he Is soon 
going to be back In full control of City Commerce's 
stock and^the City Commerce debentures and should 
she talk to me." 


• aaylng X would be glad to entertain 
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In reply to IglU-j:* r ?, Ve w}'y inteioffc 
hadn’t beer, paid, l g»jt a n't p 3 y -r-crr! hei B'c'comr’j- J..i 

which he ercloseo a copy of & iofctei sent to fc»s, 
Crawford in the winter of ic^c iron the fi-a, 
3>elan3y, Wild, Moore -i Hayen, Anchira^e, .-laaka: 

"Your letter of April 2 , 1969 , acknowledged. 

8 Enclosed a copy of a letter dated January 22, 1969 , 

9 tvoa I'ft*. Tilrey and a copy of ovz* stateajent dated 

•0 Janutuy 28 which was forwarded to him. in addition 

H to tlie rent due and owlnc tc City Ccfi.ci;ercc Oorixiratlon, ” 

and 80 forth and so on. 

13 ^ 

xe'cter Mr. Tilncy wr^te to Jtrs. Milner, 

•4 chairman of the board of Alaska State Bank, on 

January 2, 1969 , said: 

^ou2,A you be kind enou^ to have your 
seem vary send us a fomal statemont of the amoiuit 
•8 due Tilney & Company on rent to City Goaanerce Corpora- 

19 tion? The interest payment on the defcanture* will, 

I bc..ieve, cover most of this amount. Please have 
the answer addmssed to me at the above address. 
Sincerely, Frederick Tllney, ” 

So as a reeult of this letter they set off 
the accrued rent against the interest, and he sent me 
a check for $100, which I m.J-cted, and in other 


15 

16 
17 


20 

21 

22 

23 
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l5% 

.. ^ 


oonwapondeno* I indicated ehe had i^o right to xttl^ 


3 Upon Hr. Tllney. I mean she icnova ell about the 
^ iPOoolvwnShlp. Hr. Benlsoh emd I wex^ with Hra, 

5 Grairfard six laonths before that up in Alastca ahen 

- » 

6 we Here aelllxig the Alaaka State Bank. This is an • 

7 exaaqple. Ve are now in a bind. We have AnohovagSy 

I 

8 Alaska. The cpMStlon we have been debating as to ' j 

9 idxeth^ an order to show cause down here will be at 
JO least effective enou^ to get them to appear even if 

11 only specially for the pvrpose of contesting jurls- 

l 

12 dlotion^ and why we shouldn’t get tte interest on these * 

r/4 

fT'' ' ‘ 

*3 dehsnturss fkw sum of $1900, That is one exengila. # if 
»art)er two, I understand that when a. broker 1; 
*3 sTOund to Sundown, the broker who was inatrusental ^ i ' 

■-■•V 

16 In getting a bid which we felt was sufficient to at 

f. 

17 least call on a hearing, when he went back to Sundown, }' 

18 he was ehassd off the property and he was told — 

% 

19 this is hearsay to osj I will defer to Hr. Hogan, who , 

20 heard it trca the broker bliaself. Nationca of • 

21 Alaaicat you recall I related to a hearing here that 

22 had ^^00 Shares of Iiittle Sewer and/or Water 

22 Utility in Anohorage, Alaska, 6500 ahaares hrtd by' 

Mational Bank of Alaska against a loan of |l,doo,» and 


at that tine the bank felt — they finally produced 
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1 Jsgif 


r53j 


4 

5 

6 
7 


II 


s .<».one .rt .0 would M.d cm dollar. the 6300 

3 shares. Mow. i*at bid Ties ,.if,i,drawn beoauae U 

»as not aoceptad In time, an; I out that Mr. 
wiiwy visited Katlonal Baa'r of .ntste wb,..n he was 
in Alasta, and i have - i don't have it with ne 
here. i have the most amailiig corx-cnponionce f™, the 
Hatlonal Bank of Alaska noting ar. agreement he mad. 
with the National Bank of Alaska when he was there. a.,d 
'» I have to now dissuade them bj- se:,i«e. "I don't know 
»h*t agreements your Institution Is making wit!, him. 

« but you know that we are receivers, you Iv-.ve been 
i«rv«d with a certified copy of the order, he ha. no 
authority, if you want to lend hta «o,»y or not lend 

hla Boney. It la op to you, it has nothing to do with 
** the x^wselversblp eotata.” , 

This la the sort of thing that we bm 
« allslng 1, occurring. He discuases without exception 
'» every single Issue in whloh we may have an aaset or a 
» piece of lyal oetate, he la going around telling thn. 
things whloh_aw at variance and which must hinder 
the abUlt^ of the receivers to get the heat prlos 

a •»« to deal efficiently with this oatate. *, wo-old 

this up .palckly. as Mrs. Wlney would 

» like to wind It up. He have hoard him taU us that 


17 

18 


21 

2? 




k. ' 

l. 

4 » 

f • 

I 
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1 jBgW 


2 we were in aondit-lor to iicciio''* rto ijV'f-; y^a-^a 

3 ago. We are 5kti"*‘ vait.ir-'ii Ty// tlvar, yifix^jlan fco be 

4 appointed, as your Honor- v;.i.n. n'.c.J.'X, r: it aca 

5 Jisie. fact is that raoi*e eyiri rtoro adra^.nii^trdtivo 

6 work ia beirig compelled and "lo one is iniarested -.la in 

7 not at all. I would be dellnatad to thia 

8 situation. ®ie administrative snd beconiGC Jiisfc too 

9 diiltioult to do, . i!hat is the intei*£‘erence> rb 2 type 

10 of Interiresenoe X am referring tc. 





n.. ' ' V .i|XLIIEf: m^t t Bay aoaething, your 

12 VBanao/v^ Hhiki irwas in AlasM I will take tbat.iip 

; 7 - 

; •• • 1 'WBit ^ihsre wijUti your approval to negotiate 

to tMgotiate the final aettlemcnt with the 
IS ' vClty of Jto^ e^iioh had come In, as your Houor said at 


't' 'irj ■' ■■ 

' la. ^ 


16laat bMTtns^ out of the blue* A $4 million suit 


tXK :r ,isw^instituted against Tllney & Company, the receivers 

V ;y' ' iti 'Vlifi,,#- .M 

t8 1 ^^ Statistical Corporation and Krs. 


i *» , Mysv«# uwvr-nwKiveLx «H;auxB7xcaj corporation and nn 

.aI#) . ' 

y.^, \ 

y ttei matter was settled vhiie I ifas there. 


':r 28 ' I fait satisfied that it waa. And matters have 

■ -■ ■'• ; # . 

^- «spgiroactaed a point whore your Honor,will be receiving 

' . . ' <1, ' K-. ,-■ ■' ■ > ■ ,. 


tfhe-’i^alease from the City of Nome. They have already 

-J}- ^- ■ "" 

court proceedings, and the court has 




Idiat;the,|M0te3i?' is closed, with the arrangesvsntt 


is *" * ■ 


that your acnor hiul approved. 
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■Ispv 


At that rime with the nOme matter out of 


the way, it was apparent to me that my estate would 
liquidate at one hundred cents on the dollar without 
any question. And at that time 1 Indicated to the 
National Bank of Alaska that I felt that the stock of 
the company In question was worth Substantially more 
•nd I felt that It would be a security that my children 
could easily take over at advantage to themselves In 
the future. This Is a matter of record with the 
chairman of the board of National Bank of Alaska. 

Money due them by the estate of Tllney & 
Company and the estate of Frederick Tllney. 

In the matter of Mrs. Crawford and the hold¬ 
ing up of the check, Mrs. Crawford announced to me that 
•he was doing It herself. That was the first Inkling 
I had of It. I later reflected It to the receivers. 

When the check had not been received I knew why it 
had not. 

In the meantime, I did write the letter, 
which was perfectly proper on my part, to determine 
the amount of liability and where the liability fell 
•o I could complete my'Income tax returns properly 
and apnroprlately. i don’t think I was In any way 
out of order. 
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Vm. PiLNw^CEi Y-.i .:.* I-:oi •»; . j.,, y X Cc<l.\ hotijo- 
thlng to your afcte:ntion to i ct ti.c 'oov.r.i ntx^S^iC 

her?? 


KTr Tilney bar. cat fc :*.u ji!;:*) 
he '/ffent up at your Kor.or' g c 'reef, le y/ arxi 
settling a matter w5.th the nity <.i- - 

Just IlUo to have the recevd Iritiiiaic 'cr,r.- 


F.. 

0 


i'-Kric-p that 


.cf'.e-^ded is. 

afc til" 


time f€r- Harria and I v/nre In A-i^akG la-st suTuflt :,f 
19 &i, we could have nettled the iJafctev cr {-he eann 
baclo that B?Er. Tllney sett^.ed the raattor on in 
Doccfaber or January, 'hcincver he went u!>» At the 
time that wo reootaotnded suer, h 'Jottlttnfji;t, Mr< Tliney 
wou:i.d have no part of .it. 

Subsequ»ntiy ha f,oofj up and 'oakes the. zbhq 
dea3 and comes hack and now 1.3 i,r»d-;.oatin.; that he 
®^®cted uho eettleirtcnt, X -v’jould .lust like the vocoi*c( 
to Indicate thl«. 

Secondly, your Kenro, {•h'*. ‘^alley’s letter 
which you have raad 5.nto too rocoi’d. l had cccaslon 
to Apeak with Mr. Talley i^ei’kir-rjally about ttvo months 
ago ^^cn ho wao In Kew ipj name v-o a^-r office 

and wa chatted for about an liour. Ite gave me 
infoivaation aa to the nauvirs and the status of thio 

receivcralalp estate which was utterly aaar.lng to me, 
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SUhH»;Ri) £>jr0P«O n\pfr RSPOrXrrf. 






I j£»gl/ 




tlia-:; v;e M&ir. i-i ^ pcj;.;:-., ; , . cf 

vas TOrjy,, an'l ,70 oa. M iu-ki-.. v.'.,,. 'i,c'lcl yau 
got chla inlccwivi-cri?" 

His ? i . xy. 

3: STibnlt that tiv oa<; or 

BonKj^-hoi'O;, that the ouBvO'.ii.?2-r: r^.^t .-hi03(1 .^x' 

and that .Pranl^a'^ the U, •% , ittciTsy :in Anahcrag^' 
got:* ahold o?, are not doijj,3. i f co! eai-at^-, 

and'the admlnijtvation th?r-«c<' ar.y good. 

Tlffi COIT/IT: Th* f 5 .r;>l' v vou.ld su^at 

to you.t Mr. Tilncy^ ^11 that you a.^d :lc?#iat ri'ccQ 

any activities in conkieocj.or .U.l> thin p.c wite without 
the fui'bhei* p^jm^insion o.f' thle Ccvi-fc. 

It you feel that to?ao iftep eho^-JA bo xmdor- 
taicert hy you. ^nh±oh can he hi: 3 .:M'ua. to tr-ir;: eBt ite., I 
would ouggeat tlxat you petition this Court, an-i the 
Court 1/111 give it r.nip:.« cor.tldai-**Cion. 

Ikw t'iiu bviiv';s mo to the sa 3 .:. af Inr.dowt. 

We haxH had d.x.S'CiiaslOi'j!' abov-t It.. Skiu* !i i"hlr;!v we ought 
to -lOfilO to 9 . .X.UClvr-’on >fr. f,lr ;U:-Rr,;d i..x 

Auction, the a?ilo or -'xm 7 '*htni, that ncrhucc? 

1b .u'C» j,ciifcec.4 And l Tiinhc-' tha-c thao tuiy 

vei*j/ well be a mothcd to pui'sui* ccrc.erviing the :jiaroh- 

land. Mq will circularize It and publiclsa it and 
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1 

.1«Rw 

(581 

2 

hold the auction ripht h€?rc 

in the court room. 

3 

MR. in.NFY: 

V -ir Honor, night I make a 

A 

suRjfestlon? 


5 

THE COURT! 

Svvely. 

6 

MR. TILNEY: 

It may come In the form of a 

7 

petition. I would suggest 

In view of Mrs, Tllney's 

8 

statement Chat you hold that 

until the National Bank 

9 

and Mrs. Tllney have presented a petition to the Court. 

10 

THE COURT: 

All right. 

11 

MR. HARRIS: 

Provided there Is a time limit 

12 

on that presentation. 


13 

MR, BENISCH: 

Well, Mrs. Tllney Indicated 

lA 

two weeks. 


15 

THE COURT: 

I didn’t put any time limit on 

16 

it because 1 thought and understood that Mrs. Tllnev 

17 

was calking about a petition 

made with reference to 

18 

her statement that she wanted to proceed at the earliest 

19 

possible time. 


20 

MRS. TILNEY: 

I said two weeks. 

21 

MR. HARRIS: 

Before we get Into the date. 

22 

your Honor, there are a multitude of things which 

23 

actually were on the record 

at the last meeting 

2A 

here In April, which is two 

full months back from 

25 

here. We have a very substantial holding, stock 
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, y^k*V*- 


in another bank, where there Is no over-the-counter 
market for It, and Mr. Tllnev has indicated to this 
Court and indicated as late as last week to the receiv¬ 
ers: He puts an item on the agenda, discussion re 

conversion of this hank stock Into some other stock 
which might be more marketable, and then he says to 
the Court and says to the receivers, ‘Veil, I am not 
yet ready to discuss It; I am discussing It with 
people >ut west or In New York"— 


THE C(M!RT! 


Well, 1 am ready to discuss all 


these matters right now, very oulckly, and 1 think we 
can resolve the problem. Any the remaining assets 
Involved, which I trust you will schedulize for me at 
the earliest nosslble time, will be properly 
publicized, whether they are securities, real estate 
or personal property, and I will put them up for 
auction right here In this courthouse In an appropriate 
courtroom. It will be publicized, circularized 
to the highest bidder pursuant to the rules ot auction. 
Then there won’t be any discuss of valuation or any¬ 
thing else. A straight auction. 


MR. TILNKY: 


Your Honor, I would recommend 


«Raln that before this step is taken that the petition 
of Mrs. Tllney and the National Bank be given consldera- 
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8 
9 

10 

11 

12 

13 

14 

15 

16 
17 
IS 
19 
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21 
22 

23 

24 

25 


jscw (60) 

tlon. 

THK COURT: I will certainly withhold any 

final resolution about any of these prohlems until 
I see Mrs, Tllney's petition. 

MR, BENISCH: Excuse me, your Honor, with 

respect to this petition, the subject matter of this 
petition Is 3 olng to affect the children of Mrs. 

Tilney here, and I suggest that if there is going to 
be an expeditious determination of this Tinker or 
whatever It might be that someone who mav sneak for 
the children be appointed so that we will have a 
representative of the children. Because If this 
petition comes In and It involves the children, as 
it will, there is going to be no one to speak on 
behalf of the children who are alleged creditors of 
this estate. 

THE COURT: You anticipated me. T was 

going to pose a problem somewhat differently. If 
this petition is fatal in any respect all, obviously 
I will reject it because there will be no basis for 
my consideration. Therefore 1 would suggest to you, 

Mrs. Tilney, that vou have counsel help vou prepare v 

this petition because T assume that you are urging 
this Court to give It serious consideration and 
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* THE COUBT: I will givQ you ons if—1r*g dslgy 

3 V vlll ruouiv* this letter of submission. 


As X understood, I4r. Harris was to 


i sobait an appraisal as wall 


TBB OOUBTi Z aa afraid that your under' 
standing is not ^oita in keeping with the record, 
erer, Z ssiWt going to labor that point at all. 
^•cord speaks for itself and there is no need for i 


Court grants you one iraair * a awtans V on te , 
get an independent appraisal by a qualified ^praiear«' 

m. TZUntfi. This will coat ee fl^dOO. Up 
don't have any funda. Our funds are all entailed in ! 

the receivership. 1 have a fim that will do it. 


fBB COURT* Whether you subait an i^praisal or 
etter at this noaent within your own dis- 


S0UTHEf94 OISTRKIT COURT REPORTERS 





tha^ i.»0 sale of the Waddlogton a1:ock 
what of a surprise since we had only boon 


notified the afternoon before. Since that Z have 

’■'1 

oOQSulted with ny superiors at the New York Regional 


um wraw. or ene new xork Regional Office, which is that 
• ■ '■ . - ‘ ■ 
the transeotiott is regarded by our office as 

f‘ ' ' • ‘ ■ ,p* 

and we weald reapeotfolly request that it. be reedndedv 
and ttiat ^le question of value is not relevant civ the 

1- ^ t 

issue of taint, thm tranaaotimi having been ta^^ed, 

^ ^ heve^been so iaatcuotad to redpectfuli^SL’^^S 




with said 
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4 thm porchttMT, I became a dlrectcr of the bank in 

5 January, 1969. 

6 The reasons for it can be developed. The 

*7 condition of the bank was such, completely at variance 

8 with what was believed to be the condition of the bank 

9 ei 9 ht or nine *Booths before when the negotiations took 

10 place. The sale of the stock to Hr. Stubl^ was 

M premised upon statements made by Mr. Tilney as to the 
12 condition of the bank, relying vpcn Mr. Tilney's alleged 
experience with banking, luvestiBeat banking or com- 
14 meroial banking, and Mr. Tilney addressel a letter 
)b to the receivers stating the bank had a certain book 

16 value and there were only two-week loons and sc forth 

17 and so on. 

*6 This is a matter of record as to the oonditton 

19 of the bank and the week loans or doubtful loans on 

20 its books and charge-offs, etc. The facts were com- 
2 j pletely at varianoe, and after the stock had been 

2? acquired by Mr. Stubley and after wo discovered 
23 situation and after he had that pc^sition tdiere the 
M Banking Department was wilUng to show their reports 
25 on tile bank, it was roalised that the bank was in very 

SOUTHERN DISTRICT COURT REPORTERS 218 


7 






I . g« 


2 bad condition, that 'the doubtl:ui..~ e-^ilistundard and 

3 apacial mentioned loans enc^edod M-.o capital of the 


bank. 


At that ti me actual?.y I folt a cisttain I'wypop** ■ 
sibility* I admit that it was an. error, and sought to i 
assist them by becoming a director of the bank in 

) , 

January of 1969. 

.Mr. Crmstcn states that he has spoken 11 

i, 

with his siqperiors at the Caromission and they feel that -I 

•I 

the transaction was tainted back iji J\ine and July of 

1968, and I am wondering, looking dtswn the road- upon ^ ' 
what they base this comment. I' 


base this comment. 7• 

M 

THB COURT t I think I would liJce to make nw / '‘r- 

'VtV 

own position clear on the recsord. ' 

"Wt* 


• I - 

21 . 


Had X been aware of any affinity or relation-* * t ^ 

f ( 

ship or contact or even friendship, close or otherwise, ' 

I 

at the point when this transaction was beuLng negotiated j ^ 

and subsoquently effected, I certainly wculd have been 
very much opi^sed to dealings under thoac circumstances 

because as a matt:er of reali*:y sciaotlmes the name is j • 

I 

just as glaring as the game. I 

I certainly feel that I would have been most 
nluctsnt to have given ray ai^roval to any such trans¬ 
action imless every possible condition and oiroamstsnoe 
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2 at that t i"^ plaoni upon tha tiitio in oanfarenee would 

3 hava ravealad indubitably, with Uva SdC be^ng in accor. 

• tJkia tranaaction was in the bac^t intsc^cwata of the 


5 public, and this ia our prime concern. 1 have no con- 

6 cam with any individual havo axojpt insofar as they 

7 can aaaiat us in liquidating this estate equitably snd 

8 soundly^and wiaaly and prudently for the Lenafit of tho 
a Btihllfi and tha cxaditors. But this transaction was 


cloud, as least on tha record, would 


18 baeausa had tha appraisals honestly and e;tpartly 

19 indicated that tha price of this stock froa tha stand- 

20 point of Darkat valuation appraisal and what can 

21 aotnally ba obtained for it would'have indicated that 
2 it was fair and it was the best price, thon, of course, 
23 to sane extent the cloud aiight have been dissipated, but 
21 Z think pezhape Z understand the SBC's position when 

2 their acqieriors state that as far as the public is 
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2 

3 

4 
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6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 
23 
21 
25 


concerned, in via# of t^h<; '-.ircj-irri^citofr. jr .-Jia trai.ji- 
action^ t2iat p»;-'hap3 the \jay tx- tills 


situation In xo raacind tha ;r^’ stc»; i nil ovtr 

again da novo. 

Of coursa, if you lecalL, r tiilak I niad>- aoit-e 
raferenca to it, reacission was ona of thci thljiga that 
I waa oonaidorlng at tha vary first masting had when 
thin traanactlon van brought to our attention. 

Isn't that corract? 

MR. ORMSTSHi That in ity j:ai£ia--eranoe, 
your Honor. 

the CXJUiU 1 I ara parfe-rtly prepared to accept 
the nuggontioo of tha SBC, because it pretty much in in 
•coord with my own thinking. i know that I think I 
wuld be freer in mind if we resetnd thin nale. 

MR. HBNZSCU: Your Honor, mi^ x call the 

Court's attention to a statemant Ja Mr. Tilney*. letter 
of June 24 srggesting the poonxbiUty of Mrs. Ti^ 
•^chosing the stock on any rascission? '* 

TUB COURT: All right.' I didn't mean to out 

you off, Mr. Benisch. 




■ r 

I 

'f 


IM, 1 M av,,.-. OJ ah. .tateMnt by Hr. 


Wln.y, and. of ocurse, i don't think nuoh ne«l b. .aid 
•bout that beoau.. I think that what I wlu urg. .lt« 
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nil 


2 

J 

4 

5 

6 

7 

8 
9 

10 

11 


^ 12 

13 

14 

15 

16 

17 

18 
19 


20 


21 

22 


23 


24 

25 


p'j 

this in rrnrlnded and the stock Is avalJahle and, 

of courne, at the moment the stock is not available, is 
to put it on the auction block after complete and verv 
pervasive circulation to the best of our abllitv bv all 
the means of reasonable communication that we have with 
all the Wall Street people and put It on the block, 

MR. TILNEY: Mipht T 8upp.est something, vour 

Honor? 

THE rOERT: Sure. 

MR. TII.NEY: T v;ould Hire to have an appraisal 

made of the stock to be part of the nroceedinps of the 
sale. Such an appraisal for the Court's guidance and 
the huver’s puldance will cost $1,000. Keefe, Bruvette 
i Woods, One Chase Manhattan I’laza, are prepared to 
make this appraisal for me and also for the receivers, 

1 think It would he worth $1,000 In the public Interest 
to obtain the highest possible price. 

THE COURT: I am not sure that that is golnp 

to be of anv aid and assistance. I.et's assume that 
appraisal comes forward and it is a very reliable and 
verv persuasive one and places a value on a stock and 
at the auction prices are conslderahlv lower. What 
would that mean? I am not rolnv, to keen this estate 
roipg in nerpettiltv. 1 am not poinp to keep it in 
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that a rea„l, of tho WaOainotoo atocV traoaactfon. 

Which I o«pha„zc ha« dlarroaaeO « „o o„o, o.„„od ' 
SOPO ,le,pie,a po„e„ic, Pecaosc I have hepn vepv 
vnhappv .ho,„ ,1, a„,| , „„epzp,cted. 

' have J„st heen vnhappv. i ,ho„pht perhaps the wap 

to proceed hereafter vlth ,li the asset. 1 . hv pettlep 
It on thp auction block. 

'n(. HOCAN; Your Honor, we have an 

annralsal on this property of 5125 , 000 . 

THF COURT; j ^ave yet to see the basis 

of that anpralsal. T have „r,.e8 and asked and 

rennested that it he forwarded to n,e at the earliest 
possible time and, as a matter of fact, at the last 
session I Indicated to Mr. Henlsch to pet on with it 
qnd if we don t pet the kind of appraisal which I 
si'peested should be forthcon,Inp, that I think ft’s 
time for Mr. Hradv to allow himself to he substituted. 

T haven't forpottcn that renucst and I want It. 

‘tK. lIAI'RrS: u'e bavnn'p « 

, oeven r »f*rcorfpn, vour 

Honor. 

MK. H(k:aNi m„ have hccti after hlir. It 

t...t OP. of those thfors. , vin call hi. apalp 
today. 


THK COURT; 


1 think you are nmnlnp out of 
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pw I 3>' j 

the cortrol of thr hnnk. 

'IHl fOl'Kl: 1 don't know anvtlnr.r ahont 

that. I am rmlv ronce mo * i>-1 s h the sale o* shnron 
from the optate, that's all. 

Anvthlnp further? 

(Mo response*.) 

THK r.UL'K'l: Adjourned. Two weeks. Is 

that It? 

MR. H(K»AN: Thank you, Judpe. Two weeks. 

MR. Til,MY; I would like to add at this 

time on the record, in view o» the comments of the 
representative of the SK( rerardinp the Waddlnpton 
matter, that Mr. Harris resipn ♦rom his position as 
receiver. I wotild like that to po on the record. 

THK t'OlIRT; Would vou like to comment 

about that, Mr. Harris? 

MR. HARRIS: 1 am pronared to do an^fthinp 

*hat will assist in the sn**eriv copcliislop of this 
estate, out of deference H) the fJourt, and f have no 
independent interest in contlnuinc. As a m.ttter of 
professional actlvitv In mv oft Ice now for manv months, 

I have been, to mvself, savlnp thj.s is pettlnp to ho 
a headache. The onlv thinp is, needless to say, I 
will not resipp under a c]<'ud. 1 am prepared to 


Snn tu KV HiSfvr.'i ( orkt KrP('HTK-<S 
In 1 ted ‘>ares Court House 
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2 reai; 5 a i:? it W')u:Ul hr-iip the ep^ut.-,„ 

^ have ln^&rd Mr-. i’Jlinay on aarij 0 ''jc;aBlr-n‘^ 

4 say chat this raatter Is clcj.f- io r-r^^ition, in.d n.xv wr 

5 also have Mrs. Tiiney eayinc ''--ha'c jtUi to ay 

6 efforts that this estate h.is Ir^en Or-agf.i.np, fer an 

7 additional year. She ir. Ir tr»,i ht.hit c>? v.rltlae 

8 letters, including e. copy to !:r, U'.nn:!.gle ct I'inte- 

9 Katlcnal, saying that proi?:‘atiH laJci out y.ln:,cst a yotir 

10 ago were unneoeosarily siQetrac'co: due to 0.7 efforts 

11 as a co~receiver. 

COTXtlT,* I thin;-; T v^oulc like to put 
•3 this entire matter in focus. 

^ don*t think Mr. fi:iney‘a application is 
J5 relevant and I don’t think it’s appropriate, I don‘t 
16 think there has been anything sta'ceni on this record. 

!7 which would lay the foundation for a finding theije hat. 

18 been any impropriety. i thiiic what has occurred is 

19 unplsRsant. i am sorry it h.ipp'snod. I thijilc It 

» has Clouded the situation. if. no^; have 

21 occurred, and a little thought cn your pa?»t I thinic 

22 would have prevented ary siioh sttjps, 

23 In an; event, If there had been i...ny desire 

24 for aucii a thing, it should hava been pi^esented to the 

25 Oourt and all the parties ccncemsd and approval fought, 
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However, in view of voiir statement von nn* 
prepared to do anvthlnj? that would assist the llcuida- 
tlon of the state, I think vou yourself mlyht feel 
better, since you and Mr. Tilnev aren't communicating 
and there seems to he this air that is ^ust a little 
smoypv, that perhans vou would like to withdraw, with 
the clear understanding that vou are not beinp asked 
to reslpn, vou are not beinp forced to resipn, vou 
are not helnp ordered to resipn. But I do think, 
in view of your own statement that anvthlnp that would 
aid the estate Is somethIny vou would want to do, 
perhans under all the clrrumsrances here It would be 
best. 


15 

16 

17 

18 
19 


20 


21 

22 


23 


24 

25 


* rARKIS: f have* supROstod to my co- 

receive*" rt„d counsel several weeks apo and thev said 

under no clrcui'»stances — thev are not hound bv It 

but thev said, "Under no clrciimstances. You have been, 
rarrvlnp the laborlne oar and we recopnizc what has 
been polnp on, and absoluteIv not," 

The fact of the r-arter Is, the hackeround 
here Is, that I have been >>arrvlnp the laborIrr oar 

and when many supyestions were nadr It was, whether 

Mr. Cunnlplc believes It or not, mv internretatim of 
what was proper .ind ripht which prevented certain ven- 
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1 ' 

i suggestions from being foij.o-.;,=.e -r a* 

3 constantly aeeiting to IKiui-iate aer.stn, a:ia „e hays 

4 been not liquldatine tbea bjoauss IIo Tilacy keens 

5 telling us and persuading ny co-recolvo-. so go along 
‘ and give hln more tUee to w»k out ,oew overall 

' plan in one fell swoop to elose out, thin state, and 
3 1 tell you that, from esperlence, it la not going to 

’ happen, and here it is a year and a half. 


10 


13 

14 


THE COURT: let rae make one further stete- 
" itent. I see nothing on the record or the worlc which 
« has been done here which would in any way indicate 

I A 

that you have not done a c:ompetent Job. i think 
your statement, however, la prudent at Uio moment, 

^5 and I deem that to be an offer of ivjslgnatlon, not 
under pressure and not by virtue of an>- o.^ler of this 
Court, and so I will deem that a realgnatlon. 

I would also llicn to add at tills point 

19 there will be all haats and dispatch. m further 

20 coonnunlcatlon about whether liquidation should proceed, 
Quickly and efficiendy. That-^s that. 

MR, HARRIS: I \dll pi-ev^are a report ajid 
23 application, your Ho.-or, a report turning over the 
^ books and records which m my pooscBsion. 


21 

22 


the COURT: And I will say one other tiling,. 
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b Bernard Greioincer & Company 

ccnTIrtL►•ubLic accountants 




1A4I BROADWAY. NEW YORK 
PENNSYLVANIA e T«*7 


July 14, 1969 




I. Alan Harris and Joseph C. Hogan, Receivers For 
Tilney & Company and Frederick Tilney 
New York, N. Y. 

Gentlemen: 

In accordance with your request, we have prepared the attached 
financial report of Tilney & Company (a partnership) and 
Frederick Tilney (an individual) in receivership by order of 
the United States District Court, Southern District of New 
York, dated December 18, 1967, as of June 30, 1969, which con¬ 
sists of the following: 

Exhibit A - Statement of Assets and Liabilities 
Subject to Realization and 
Liquidation at June 30, 1969 

B - Summary of Cash Receipts and 

Disbursements - December 18, 1967 
to June 30, 1969 

Schedule 1 - Cash - June 30, 1969 

2 - Securities - June 30, 1969 

3 - Transfers and Advances Between 

Tilney & Company and Frederick 
Tilney - December 31, 1967 
to June 30, 1969. 

Notes to Financial Report 

Our examination included a review of the Receiver's books and 
records as well as a physical examination of securities on 
hand in the possession of the Receivers. Information and 
valuations contained in the financial statements were furnished 
by the Receivers and their counsel without independent 
verification as a basis for determining the fair and realizable 
amounts wiiicn might result from the ultimate sale and liqui a- 
tion of the underlying assets. In the circumstances, we are 
precluded from expressing an opinion on the financial statements 

as a whole. 
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• . Ai.it. tl.ii i ..j C. HoyiiTi, Kecijivers For 

't^Miiuy C4 Co,i,j,^.,y aaci Frocierick Tilnoy - Page 2 


Purpose report is iacoiiuod t'T use solely by tiie 
vc;j‘., .ii,a otaer ir. teres tea parties to the proceedings in 
iiyi/iialu i <i]>]jropriate guidelines ^or tlie ultimate realiza- 
tioij unu iji;uidation of the receivership. 


Vex'y truly yours, 

■^'1 
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f / A-c ^ I 




‘)on 


■SRNAAO GRCIOINGER A COMPANY* CCRTiriCD PUBUIC ACCOUNTANTS, N. Y. 
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ot Assets sod Llsblllclss Subject 
To Sesllsetion end Llquidstion (Note 1) 
_June 30. 1969 


Assets 


ctmiKHT ASSETS: 

Cash In checking accounts 


Cash - tine deposit (Schedule 1). 
Securities (Tslued by Receivers 
at conservative liquidating 

valnea (Schedule 2). 

Intamet receivable (naturlng 
July 1969). 


Transfers And Advances During 
taceivarship (Schedule 3}... 


AfSIIS SUBJECT TO CLAIMS, LIENS AND 

OfrSBTSt 

^rtlateral held by Long Island 
national Baid: under collateral 
loan agreenent to loan of Govern- 
naatal Statlstlcal'Corporatlon 
(see contra contingent liabilities) 

Cash in escrow account.. 

Sacarltles (valued by Receivers 
at conservative liquidating 
values (Schedule 2).. 


33,539 

11,340 


Saeuritias held by National Bank 
of Alaska (tentatively valued by 
Receivers at saount of debt to 
which pledged) (Schedule 2) 

^ contra .... 


1,100 


lotaraat receivable on debentures 
of.City Connsree Corporation 
bald by that coapany as offset.. 


UAL BBtATB (VALUED CONSERVATIVELY 

n RKEXVElB)t 

^••l^ootlal property and certain 
ndjcKaat lots - Ceiitre Island, 

M.T. 

Vacant land - Anchorage, Alaska 


1.950 

47.929 


152,000 


(Note 9). 15j(P00 


167.000 


33,539 

11,340 


46.829 


EXHIBIT A 
Part I 


Total 

Tilney & 
Company 

Frederick 

Tilney 

$ 23,348 

180,000 

$ 20,653 
180,000 

$ 2,695 

99,560 

84,765 

14,795 

7.535 

7.535 


310,443 

292,953 

17,490 

- 

(15,678) 


“310.44 j 



1,100 




152,000 


152.000 


or 


15.000 

15.000 















EXHIBIT A 
Part I 
(Continued) 


Total 

ASSETS NOT PRESENTLY. VALUED* 

Invaataants in and receivables 
froB affiliates (Note 2) - 


Tilney & 
Company 


Frederick 

Tilnev 


Book Value 

Govacamantal Statistical 


Corporation . $674,907 

• 



Tilnaj 6 Company. 





Inc. . 

Tilnay Construction 

47.217 

- 

- 

- 

Corporation. 

Dorothy Tilney •> 

59,128 

- 

- 

- 

amount undetar^ 
mined.. 





Office aiachinery and 





equipment, less 
depreciation . 

1,217 




Cash value of life 





insurance, less 
loan principal and 
interest...... 

3,500 




Due from customers on 





security transactions 

3.830 

- 



789,799 

- 

• 


Total Assets .^, 




186,268 

Tentative (Deficiency) or 

Excess 

J /a 

339,104 

Before Administration Fees and 




Expensea and Contingent 
Liabilities. 


/AS ^0O\ 


(90.485) 

• 



41.956 

TOTAL ASSETS AND TENTATIVE 
DEFICIENCY., 




$276,753 



/J|7U1 

$297,148 

See Notes to Financial Report and accompanying 

letter of 

transmittal. 
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F-XIIIBIT a 
P art II 


Statement of Assets and Liabilities Subject 
To Realization and Liquidation 
_ June 30, 1969 







Liabilities 

Proofs of 


Tilney 6 

Frederick 

Claim Filed 

Total 

Company 

Tilney 

PREFERRED CREDITORS; 





Administration fees and 





expenses - presently 
undetermined (Note 4). 

$ - 

$ - 

<! 

$ 

Payroll taxes. 

2,792 

2.419 

2,419 


Federal Income tax. 

Contingent liability for 

287 

287 


287 

personal expenses in¬ 
curred by Frederick Tilney 
during receivership without 
Receivers' consent. 





TOTAL PREFERRED CREDITORS 

3.079 

2.706 

2,419 

287 

SECURED CREDITORS: 





Mortgage payable to Equitable 
Life Assurance Society of the 
U.S, on residential property- 
Centre Island. N. Y. 


26,956 


26,956 

Note payable and accrued 





interest to National Bank 
of Alaska — contra., , 


1,100 


1.100 

TOTAL SECURED CREDITORS.. 

- 

28!o56 

- 

28.056 

UNSECURED CREDITORS 





Note payable to Franklin 





National Bank.. 

- 

3,150 

3,150 


Note payable to Tinker 





National Bank (excludes 
Interest) (Note 6).. 

98,000 

98,000 


98,000 

Due to broker - Francis I. 





dtiPont & Company.. 


3,105 

3,'05 


Customers accounts (at book 





and/or market values at 
December 17, 1967(Note 3) 

179,440 

200,222 

200,222 


Customers - Tilney children 





accotmts (at book and/or 
market values at Decem¬ 
ber 17, 1967 (Note 3).... 


27,832 

2 7,8 32 


Accounta payable-trade. 

57,896 

57.945 

57,945 


Accounts payable - personal 





expenses.,,, 

12,960 

20,080 

- 

20,080 


♦ 1 



















I 


Proofs of 

Liabilities Claim Filed Total 

UNSECURED CREDITORS 

(Con'td.): 

Notes payable to Tllney 
children, plus accrued 
interest to Decem¬ 
ber 17, 1967 of 

$34,650 (Note 5). 

Advances by Dorothy 
Tllney (subject to 
possible offsets)..,.. 

Advances by Kathleen 

Tllney. 

Contingent Liabilities: 

For expenses incurred 
by Tllney & Company, 

Inc. and Governmental 
Statistical Cor¬ 
poration as successors 
to Tllney & Company... 

For guarantee and 
collateral pledged under 
collateral loan agreement 
Co loan principal of 
$62,000 plus secured 
Interest of $1,796 (see 
contra collateral held 

by bank)(Note 7). 

Income taxes (Note 7)... 

TOTAL UNSECURED 
CREDITORS . 351.710 543.139 

TOTAL LIABILITIES. $354.789 $573.901 


130,330 

2,040 

435 

3,414 


EXHIBIT A 
Part 11 
(Continued) 

Tllney 4 Frederick 
^ "-Pany Tllney 


130,330 


2,040 

435 


79 4,729 248.410 

$297.148 $276.753 


See Notes to Financial Report and accompanvinp letter of transmittal. 
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ALAN HARRIS AND JOSEPH C. >IOCAN, RECEIVERS FOR 
TILNEY fc COMPANY (A PARTNERSHIP) AND 
FREDERICK TILNEY (AN INDIVIDUAL) 
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SCHEDULE 


I. AMN 1L\RRIS AND JOSEPH C. HOGAN, RECEIVERS FOR 
TILNEY & COMPANY (A PARTNERSHIP) AND 
FREDERICK TILNEY (AN INDIVIDUAL) 


Schedule of Cash 
June 30, 1969 


Regular Checking Accounts: 
Manufacturers Hanover 
Trust Conip>any - 

Account #028-032-546 
035-028-249 
035-028-257 


Total 


$ 1,000 
19,653 
2,695 
23,348 


Tilney & Frederic)! 
Company Tilney I 


$ 1,000 

19.653 

20.653 


$ 

2,695 

2,695 


Time Deposits - 6 ) 4 "% due 7/14/69 
Manufacturers Hanover 

Trust Company. 180,000 


180,000 


Total Cash In Banks 


$203,348 520 ^, ^3 $ 2,695 


.Additional cash of $33,539 is held by Long Island 
National Bank under collateral loan agreement 
to loan of Governmental Statistical Corporation. 
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SCHEDULE 2 


Number of 
Shares or 
Face Value 


Schedule of r.ecurlties 
June 30, 1969 

Total 
Valuation 
( 1 ) 


Description 


Tilney & 
Company 


Frede rick 
T11ncv 


SECURITIES ONH^JD 


$ 47,197 

City Coiranerce Corporation...., ! 

5 7,080 

$ - 

$ 7,080 

55,844 

Cltv Commerce Corporation - 





72 Debentures.. 

40,000 

• 

40,000 

100 

Florida Capital Corporation... 

800 

- 

800 

25 

Life Insurance Securities 





Corporation... 

- 

•• 


220 

Alaska State Bank.. 

- 

• 


15 

Alaska Airlines.. 

150 

- 

150 

262 

Tinker National Bank. 

- 

- 

• 

2,447.8 

Matanuska Valley Bank......... 

36,717 

- 

36,717 

53 

M It 

- 

nb 

795 

1 

Pan American Airways.. 

I a 

- 

18 

380 

Long Island Commercial Review. 

- 

14,')O0 

14,000 



84.765 

14.795 

99.560 

SECURITIES 

HELD BY LONG ISLAND NATIONAL 




RANK (2) 





$ 59,000 

Governmental Statistical 





Corporation.. 

- 


•• 

756 

Matanuska Valley Bank. 

11,340 

- 

11,340 

19,000 

Long Island Commercial Review 





42 Note Receivable. 

- 

- 

(3) 

640 

Matanuska Valley Bank..... 

- 

- 

(V 

130 

Bank of Suffolk County. 

- 

- 

(3) 

31 

National Rank of Alaska... 

- 

- 

(3) 



11,340 


11,340 

SECURITIES 

HELD BY .NATIONAL BANK OF ALASKA 




6.700 

Central Alaska Utilities. 


- 

1,100 


.. 




$ 112,000 


(1) Security valuations were furnished by the Receivers at conservative 

liquidating values. 

(2) Securities are held under collateral loan ap,reeirent to loan of Govern¬ 

mental Statistical Corporation In the principal amount of $b2,000. 
plus $1,796 accrued Interest. Tne hink Is also holdlnp as collateral 
42 notes receivable of The Alaska State Development Corporation due 
to Governmental Statistical Corporation In the amount of $95,000 
maturing August 1, 1973. 

(3) No values were assigned by the Receiver as securities are subject tc 

claims asserted by Dorothy Tilney. 


1 

























SCHEDULE 3 


I. MAN 1L^RRIS AND JOSEPH C, HOGAN, RECEIVERS FOR 
TII.NEY 6. COMPANY (A PARTNERSHIP) AND 
FREDERICK TILNEY (AN INDIVIDUAL) 

Triinsfers and Advances Between Tilney & Company 
.md Frederick Tilney During Receivership Period(l) 
December 18, 1967 To June 30, 1969 


Funds Due to Frederick Tilney from Tilney & Company 
on sale of Frederick Tilney's securities, deposited 
in Tilney & Company accounts - 

Number of 

Shares Description o f Securities 


4 Long Island National Bank. $ 78 

3 Valley National Bank. 88 

50 Victoria Algoma. 9 

990 Matinecock Bank. 19,751 

5 Western Airlines. 160 

304 Alaska State Bank. 11,856 

$31,942 


Expenses Paid by Tilney & Company 
For Frederick Tilney (1) - 


Advances to Frederick Tilney. 350 

Mortgage and life insurance - home. 9,376 

Real estate taxes - home and property. 5,099 

Oil for home. 776 

Insurance - home. 663 

16,264 

Balance Due To Frederick Tilney From 

Tilney 6. Company - June 30, 1969. $15,678 


(1) The foregoing may be subject to further allocations between 
Tilney & Company and Frederick Tilney for allocation of 
certain administration expenses and income. 
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I AIAN HARRIS AND JOSEPH C. HOGAN. RECEIVERS FOR 
TILNEY & COMPANY (A PARTNERSHIP) AND 
FREDERICK TILNEY (AN INDIVIDUAL) 


Notes To Financial Report 
June 30. 1969_ 


f 

i 


NOTE 1 - VALUATION OF ASSETS 

r£l estate'coisistent with conservative liquating values which may 
ultimately be realized upon liquidation. 


4 


NOTE 2 - INVESTMENT IN AND RECEIVA B LE FROM AFFILIATES 

The amounts recoverable from the investments in and 
receivable from affiliates can not be presently determined by the 
a nr? 1 -heir counsel. Current financial statements of 
^ffiliatw aJe unavailable for review. Accordingly, the accom^ny 
fl^aiitarstltement omits any valuation for estimated realizable | 

amounts. | 

Government Statistical Corporation presently owns real 
ooverun , New York. In 1966. Government 

lta?istl«rwas^av;arded $1^100 by the State of New York on propertyf 
conLmned in Hicksville, New York, which amount has not yet been 
received and is being contested. 

Tilney Construction Corporation presently owns real estate 
in East Norwich and Hicksville. New York. 

Details of any indebtedness by Mrs. Dorothy Tilney to the ^ 
estates have not yet been fvurnished and examined. , 


w riTF. 1 - LIABILITIES TO CUSTOMERS, 

Liabilities to customers are tentatively stated at account! 
V;,lanoGs as of December 17. 1967 and market valuations on that date! 
for failed to deliver securities. For purposes of valuing creditor. 

p^ofl ol cUim where specific securities are claimed, the receiver^ 

anrf their counsel have tentatively advised valuing such claim , 
equivalent to the customer's original cost. The foregoing is sub- ; 
ject to review and approval by the court. 
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I. ALAN li/vRRIS AND JOSEPH C. HOGAN, RECEIVERS FOR 
TILNEY & COMPANY (A PARTNERSHIP) AND 
FREDERICK TILNEY (AN INDIVIDUAL) 

Notes To Financial Report 
__June 30, 1969 


NOTE 4 - ADMINISTRATION FEES AND EXPENSES 

Administration fees and expenses are subject to review by 
the court and hav^ not yet been determined. In the opinion of the 
receivers, such cost might be substantial. 


NOTE 5 - NOTES PAYABLE AND ACCRUED INTEREST PAYABLE TO 
_ THE TILNEY CHILDREN _ 

The receivers have instituted legal ac- ion to have elimi¬ 
nated the alleged indebtedness of Frederick Tili.ey on gifts of note 
to his children aggregating 10,330 at December i?, 1967. The 
matter is presently before tne court. 


NOTE 6 - NOTE PAYABLE TO TINKER NATIOM^L BANK 

A note payable in the principal amount of $98,000 was due 
and payable to the Tinker National Bank by Frederick Tilney and 
Dorothy Tilney jointly. For the purposes of financial reporting th 
entire principal balance is shown as an obligation of Frederick 
Tilney. Accordingly, the receivers would have a right of contribu¬ 
tion against Dorothy Tilney in the event it was required to 
liquidate the obligation in full. 


NOTE 7 - CONTINGENT LIABILITY TO LONG ISLAND NATIONAL BANK 

Tilney & Company and Frederick Tilney are contingently 
liable under a collateral loan agreement to a loan by Long Island 
National Bank to Governmental Statistical Corporation in the 
principal amount of $62,000 plus accrued interest of $1,796 at June 
30, 1969. In addition to cash and securities of Tilney & Company 
held by the bank as collateral and tentatively valued at $44,879 
(see Schedule 2), it also holds as collateral a 4 % note in the face 
amount of $95,000 issued by The Alaska State Development Corporatioi 
to Governmental Statistical Corporation, maturing August 1, 1973. 


■ J K ' 

a. acRNARo cnciDiNcca a company-ccrtifieo puauic accountants, n. y. 
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I. ALAN HARRIS AND JOSEPH C. HOGAN, RECEIVERS FOR 
TILNEY & COMPANY (A PARTNERSHIP) AND 
FREDERICK TILNEY (AN INDIVIDUAL) 

Notes To Financial Report 
_June 30, 1969 


NOTE 8 - CONTINGENT LIABILITY FOR INCOME TAXES I 

• i 

The receivers are obligated to file fiduciary income tax j 
returns covering income and expenses during the administration | 

period. The respective tax information would be required to be i 

incorporated in Frederick Tilney's individual or joint income tax 
return and the tax, if any, paid therwith. The extent of any incom_ 
tax liability or the extent of available operating losses for pur¬ 
poses of tax savings or refund claims have not yet been determined, 
pending determination of the tax basis of property sold during the 
administration period. 


NOTE 9 - VACANT LAND - ANCHORAGE, AIJXS.KA 

Frederick and Dorothy Tilney owned certain vacant land in 
Anchorage, Alaska, which was purchased in 1968 by the receivers on 
behalf of Tilney & Company and Frederick Tilney under foreclosure 
sale for approximately $14,000. The investment is tentatively 
carried in the Tilney & Co:: 'any accounts inasmuch as proceeds used 
in acquisition emanated from such estate. 


i 


i 
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Tilney & Company, Inc. 

47 WEST NICHOLAI STREET • HICKSVILLE, NEW YORK 11801 
516-68M717 


STATE & MUNICIPAL BONOS 
REVENUE BONOS 


U S GOVERNMENT SECURITIES 
HOUSING AUTHORITY BONOS 


July 23, 1969 


Hon. David N. Edelstein 
District Court 

Southern District of New York 
United States Court House 
New York, New York 

Dear Judge Edelstein: 

The enclosed Status Report addressed to Joseph C. Hogem, Esq,, 
Receiver for Tilney & Company and myself, has been prepaured as directed. 

The figures regarding the three affiliated companies are 
unaudited and must be considered as inventory figures taken from the 
books and records adjusted to June 30, 1969. 

The matter of the October 31, 1968, taxes is touched on 
generally but will require additional work by ourselves in conjunction 
with the accountants before a final figure can be determined. 



I' 



t 




In the matter of a possible tax for the fiscal year ending 
October 31, 1969, additional work with the accountants will also be 
necessary before a firm figure ceui be given as to euiy possible tax liability 
It would appear at this time that there is none. 


f. 


At this time, 1 would like to thank you for the patience 
courtesy yeu have extended to Mrs. Tilney and myself. 


FT/dt 

Enc. 





■ ■ 
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Tilney & Company, Inc. 

WEST MlCMOLAl STReBT • MIC K j'/'L 1 . E . NEW YORK ItS'/l 


STATE & MUN'C'P A'. 90n3S 
REVENUE BONOS 


July 


ll GOVERNMENT SECUFI'''(.S 
nr.;,AUTHOR. lY bonds 


Joseph C, Hosan, Esq, 

P.ecelver for Tilney & Company 
and Frederick Tilney 
Hogan & r.elleher 
40 ’.Tall Street 
!?c>t7 York, n. Y. 10005 


Dear Mr. Hogan: 

Pursuant to instructions of Judge David I!. Edelstcln at a licaring in 
Federal District Court, Southcm District of Vau York on July 16, 1969, I 
have prepared the follo\ 7 inq conrminic.ition cddresscd to you as Receiver. 

This comrunlcation covars the various points raised by Judge Edelstcin 
VThlch he desired anov'ered at a ho.irin.^ .fit Cor July 24, 1069, at 11:00 A.M, 
at the Federal Court House, Foley r.qu.Tro, Hm? Yorls. T!.;5 conmun lent ion is 
being forwarded to the follo'/ing ners.'ns: 

Frank Omsten, Hs"., I'nltod Lt.eti!S Oecurittes end E: change Corarlsslon, 

26 "aJoral Pl.ata, ITeu York, TYi.'ir.tiff 


Hon. Hebert F. 


’agner, Jr., '.ar,cur, 
tha r.ecelvers, 


Quill’nan 6 Tor.', .cnt, 
lie7 the neceivf.r 


cc'.inEcL fo 


Pobert G. Benlsch, 


Esq., of cDuiocl to Waqr.er, 


Qui?.‘'5nan 6 Tennant 


Dr, Q. Bernard Greldin'» 3 r, Certified Public Accouutr.nt 

Edward J. Gunniqlc, Esq., President of !larlne Illdlrmd Tinker Hauional 

Bank, a i.-.ajor creditor 

Hon. Joseph Carllno, Guardian of r.aLlilce.n C, Tilr.cv. lorotay C. Tilney 

and Frederic'. Tlinoy, Jr., major creditors 

Dorothy !1. Tilney, United partner of Tilney L Coirpany and a najor 

creditor 

In addition to the information requested by Judge Cdelstein to which 
I an responding, it Is undorscood that the receiver, cc.nncl and auditors 
TSire to be prepared to pruaent luforn^ation regarding tl.ilr fees and charges 


an. 







Joseph C« Hogan, Esq. 
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July 21, 1969 


the fees sad charges, if any, for the ex-recelver, I. Alan Harris, Esq. Such 
Inforoatlra was requested by the counsel for the United States Securities end 
Exchmge Cession and xAio also requested financial information rcoardinp the 
position of Dorothy 11. Tllney, the limited partner of Tllncy & Cotep^y and one 
of the firm's largest creditors. 


Excepting for the two Items mentioned in the preccdiu<» oara'^rmh. this 
comounlcation covers the follwrlng points; • » 

1. A readjustment of the report of B. Bernard Greidln£or L Cotrpany shouing 
the pro forma status of Tllney & Company and Frederick Tilney as of 
, 1969, taking into account certain proposals rnde by '♦arinc 

lidland Tinker llatlonal Bank, a major creditor, and proposals which are 
under consideration by the Hon. Joseoh F. Carlino, ru; rdian for Kathleen 
Gall Tilney, Dorothy C. Tilney and Frederick iilney,.r., minors, also a 
Mjor creditor, as well as a proposal made by 'Its. Dorothy ’I. Tiinay, 
ted partner of the firm of Tllney 6 Company and a major creditor. 

(See Exhibits A through D attached). 

It may be hero noted that these throe creditors control $335,070,DO of 
the liabilities of Tllney 6 Company and Frederick Tili.cy. 

The data covering the readjustment of, first, liabilities and, then, assets 
are carried in the body of this letter immediately following the Iistine 
of the other material which the Court directed be furnished. Such other 
material Is listed in brief outline below, 

Ouvernmental Statistical Corporation, an affiliate, as of Jure 30 
1969 (see Appendix I). ’ 

3. Status of Tllney & Company, Inc., an affiliate, as of June 30. 1969 (see 
Appendix II). 

4. Status of Tllney Construction Corporation, Inc., an affiliate, as of 
June 30, 1969 (see Anpendix III), 

5. The other assets not valued in the rrcldingcr report are discussed in 
Appendix IV. (FiF, CSV and due from customers, Schedule VI, 5/31/68). 

6. Memorandum on the status of federal and state Income taxes covering the 

fiscal years ending October 31. 1902 - 19^7,. respectively, have already 

oeen filed and are discussed In Appendix V. 

7. The status of the federal and state Income taxes ending October 31. 1963 Is 

covered In Appendix VI. o . 

8. Estimated status of federal and state tax liability for the fiscal vear 
ending October 31, 1969 (see Appendix VII). 
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9, Status of any potential priority clalns not listed In the Greldlnper 
report or previously considered (Appendix VIII). 

10. Jointly otmed property of Dorothy and Frederick Tllney not Included In 
any tabulation of assets or liabilities In previous reports or elsc^diere 
(Appendix IX). 


11. Claims against others duo to Frederick Tllney (Appendix X). 


In addition to Appendix I through Appendix ” listed above, attached and taade ^ 
a part of this comcunlcatlon arc the following Exhibits: 

A. Letter from Frederick Tllney on Tllney 6 Conpany, Inc. letterhead to 
Joseph C. Hogan, Esq., dated July 16, 1969, regarding costa and 
depreciation on Sundotm and adjacent lots. 

B. Letter from Dorothy M, Tllney dated July 21, 1965 on Tllney & Company, Inc. 
letterhead addressed to Joseph C. Hogan, Esq., regarding dales against 
Receivership of Dorothy Tllney. 

C. Letter from Frederick Tllney on Tllney & Conpany, Inc. letterhead to 
Joseph F* Carll^o, Esq., regarding the guardianship of •Kathleen Gall 
Tllney, Dorothy C. Tllney and Frederick Tllney, Jr. 

D. Letter dated July 15, 1969 from Frederick Tllney on Tllney 6 Company, Inc. 
letterhead to Joseph C. Hogan, Esq., covering special report of assets 
and liabilities of Tllney & Company and Frederick Tllney. 


1 _ Liabilities Adjusted from Greldlngcr's Heport 

as of June 30, 1969 

Based upon the uncertified report of B. Bernard Creldln'’er & Conpany, 

Certified Public Accountants, dated June 30, 1969, covering the position of 
Tllney & Company and Frederlcl: Tllney as of that dat e, additional data Is 
submitted. 

This additional data conraences with the figures of C. Bernard Creldlnger & j 
Company as to the liabilities appearing at the bottom of Exlilblt A, Part II, 
of their report consisting of four columns entitled "Proof of Claims Filed', 
"Total", "Tllney L Conpany" and "Frederick Tllney". As In the Greldlnrer 
report, pennies are onlttcd. Footnotes beside the various Items Immediately 
follot/ the tabulation of liabilities T'hlch seeks to establish a final net 
liability for Tllney 6 Conpany based on claims filed and the various | 

adjustments noi/ under consideration. 


zu 
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The total proofs of claims t’hlch '»111 have to be paid by the Receiver after 
adjustoonts from the figures In the nreldlnf>er report drop to $27i,f>79 Including 
estimated administrative exncnses. Total liabilities arc sllqhtly hleher and 
an adjustment of these fl«nires will have to be tjorf'.ed out ”lth Creldlnger 4 Co. 
The various liability Items are footnoted I'mr.edlately follor’lnp the tabulation 
explaining the reasoning for each adjusttaent or chanpe. 

Folloirln^ the notes on the adjustments In the llabllltlas from the 
Creldlnger report Is a t‘’’'ulatlon settlnp forth the adjustments to the asset 
portion of the Greldlnet, report. Exhibit A, Part 1. It can be noted that tlie 
total assets as valued In the Groldlnper report less suggested wlthdratrals 

total $311,192 v’hlch Is more than sufficient to cover the 
5271,079 of potential claims and estimated administrative expenses which the 
'receiver can anticipate paying, there bclnp a marpla of almost $40,000, 

Certain other additions have been made to the Greidln^er figures which are 
footnoted and explained, 'tlth those additions, the narmln of coverage Increased 
to over $172,000. All of the figures allotr for estimated administrative 
expenses. 

The net value of the three affiliates — Govamrxintal Statistical Corpor¬ 
ation, Tllney & Cotrpanv, Inc. and Tllney Construction Corporation, Inc. 1« shoim 
w a book basis as well as a current marl:ct basis. Tho brealtdo\m between 
Tllney & Company and Frederick Tllney Insofar as the affiliates are concerned 
is not considered. 

The book basis of the affiliates Is $734,035 and the current net market 
value of the three affiliates Is 5601,378 excluding minority Interests. 

the fact tnat apparently there will be sufficient assets to meet 
all claims and administrative expenses, we would like to recomnenJ at this tine 

distribution bo made on all sattled claims filed and that the proposa 
or the Marine Midland Tinker h'atlonal hank, the suop.cstcd proposal by the 
guardlm of the minor children and the proposal by ”rs. Tllney be approved as 
to collateralization and that the stipulations coverin'? the three affiliated 
companies be expunged, (Exhibits li, C and D). 
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B.C. Greldln>»er 6/30/69 
Adjusttaent 

Additions to liabilities not 

previously booked __ 

Dorothy M. Tilney Contribution 
beyond Limited Capital 
Children cash advances 
Dorothy !!• Tilney, Limited Cap. 
'larine 'fldland Tinker National 
Bahic, Interest 

Dorothy Tilney, Sundwm cost 
Dorothy Tilney, Sundom value 
Maxloun vrlth additions 

Reductions 

Tlarine 'iidland Tlnlcer 
national Bank of Alaska 
Children's securities 
Children's notes 
Kathleen G. Tilney, advance 
Children's advances 
Dorothy ’I, Tilney, advance 
Estate of C.H. Tilney 
Dorothy Tilney, advance 
Dorothy ‘I, Tilney, Limited Cap 
Dorothy Tilney, Sundo'-m cost 
Dorothy Tilney, Sundovm value 
To be paid by associated 
companies 
Reduction 

tiet liabilities 
Adjusted personal claim 

Liabilities to continue after 
Receivership 
P,I, duPont 
Franklin national 
Equitable Life 
Personal claims held 

net Liabilities to pay 


Liabilities 

G/30/69 


t 



Claims 





^ilcd 


Tilney 

Frederick 

notes 

6/30/69 

Total 

6 Co. 

Tllnev 


$354,709 

$573,901 

$207,148 

$276,753 

(20) 

925 

— 

— 



$355,714 




( 1) 


55,000 

55,000 


( 2) 


17,601 

— 

17,631 

( 3) 

— 

2,500 

2,500 


( 4) 


13,000 


13,000 

( 5) 


26,000 

— 

26,000 

( 6) 


12.332 

— 

12.332 

( 7) 

$355,714 

$700,334 

$354,648 

$345,636 

( 3) 

S 99,000 

$111,000 


$111,300 

( 9) 


1,100 

~ 

1,100 

(10) 


27,032 

27,832 

-- 

(10) 

— 

130,030 

— 

130,333 

(10) 


435 

435 

— 

(10) 

-- 

17,601 

~ 

17,631 

(11) 

— 

2,040 

2,040 


(12) 

— 

630 

600 


( 1) 


55,000 

55,000 

— 

( 3) 


2,500 

2,500 

— 

( 5) 


26,000 

-- 

26,00C 

( 6) 

— 

12,332 


12,33'! 

(13) 

3.414 

3.414 

3.414 


$101,414 

$390,264 

$ 91,901 

$298,36; 


$254,300, 

$310,070 

$262,747 

$ 47,32; 

(14) 

(727) 

(727) 

— 

(72; 

$253,573 

$309,343 

$262,747 

$ 46,59( 

(15) 

.. 

3,105 

3,105 


(16) 


3,150 

3,150 


(17) 

— 

26,956 

— 

2C,95( 

(14) 


6.593 

— 

6.59: 



$ 39.004 

$ 6.255 

S_33*54; 


$253,573 

$269,539 

$256,492 

$ 13,34; 













•K *■ 


Joseph C. Hogan, Hsq. 


?lnal Adlustraents 
Custamers clalos due In 
Tllncy L Co., cotnnerclal 
claims due In 
Personal claims due In 
Adjusted custotoers* claims 
Adjusted conoerclal claims 
Het Amount Due by ''.ecelver 
Expenses of administration 
ilet Amount Due 
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Claims 




’’lied 


Tllney 

Dotes 

6/30/69 

Total 

& Co. 

(18) 

$ 7,666 

$ ~ 


(19) 

3,210 

mmmt 


(14) 

1,052 

536 


(20) 

(19,416) 

(19,410) 

(19,416) 

(21) 

(19.206) 

(19.206) 

(19.206) 


$226,379 

$231,453 

$217,870 

(22) 

45.000 

45.000 

45.000 

(23) 

$271,379 

$276,453 

$262,870 


Frederick 

Tllnev 

$ ~ 


536 


$13,533 

$13,533 


Dotes on Liabilities 

(1) Ihrs. Dorothy II, Tllney contributed the entire share of a Joint loan tn”**** 
by her and :tr. Tllncy In the amount of $100,000 to Tllney & Company In 
an effort to bolster Its position durln** the narlod 1965-67, Originally 
In the amount of $50,000, Mrs. Tllney Is claiming $55,000 Including 
Interest (see Exhibit Q). 

(2) The Tllney children have advanced funds of their o”n to ’'r. Tllney In the 
amount of $17,601 (see Exhibit C). 

(3) trs, Tllney Is claiming at this time her limited nartnershlp Interest in 
the firm In the amount of $2,500 (see Exhibit 3) and »’lll accent collateral¬ 
ization. 

Liabilities are Increas id by the addition of $13,000 of Interest and soc« 
principal on the loan of the Tinker National Bank being char'»ed to 
’Ir, Tllney (see note R folloi’ine), 

•Irs. Tllney Is claiming Investments In the Sundoim property and adjacent 
lots to be mortgaged to the 'arinc Ildland Tinker ’atlonal Bank In the 
original cost amount of $26,000, These figures are more fully explained 
In a letter marked Exhibit A (see Exhibit C as well), 

!'xs. Dorothy !I. Tllney Is claiming additional compensation on the basis 
of the increase In value of Sundown and the adjacent land parcels which 
valued at $152,000 as per the Creldlnger report of June 30, 

proportionate Increase In value above original cost of 
$103,100 represents an apnreclatlon of 67.43^ of original cost (sec 
Exhibits A and C). ' 

The maxltnim liabilities t'lth the added Items covered by footnotes 1 through 
6 above are here Indicated and arc subject to reduction through collateral¬ 
ization as listed Immediately below. 


(4) 


(5) 


( 6 ) 


(7) 


(3) A second mortgage of approximately $111,000 Is to be made by the 'larlne 
Illdland Tin!:er national Bank In satisfaction of their outstanding claim 


;247 
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of $98,000 plus the Interest that they would be to claln If 

Interest Is approved by t1»e Court from Decemger 17, 1967 to the date 

of settlement. ^ 

( 9) A «rt.ln lo.. of the ;Utto„.l Ba* of Al..k. In 

$1,100 to be reoald by TIrs. Tllney In exchange for the dellve^ of t^ 
collateral securing the loan to her for the benefit of herself and 

children. 

Tlus stated value of the securities of /.athloen Gall Tllney, Dorothy C. 

^ ^rJS^rUV. Tllno,. Jr. to b. r.U...d by th. chliar.nW 
1. oKhnee for .ppr<»rl.te coU.tor.lU.tlon jnd tte .ll^ootl^ f«J^ 
purposes of the Receivership of certain notes Issued by Frederl^ Tllney 
In the amount of $130,330 Including accrued Interest to 

1967 as xntll as an advance of $435.00 by Kathleen Gall Tllney 
to Frederick Tllney by his children In the amount of $17,601. All of the 
above .Items arc to be covered by appropriate collaterallastlon satisfactory 
to the* children's guardian as suggested In Exhibit C. 

(11) Certain advances made by Dorothy !. Tllney are to be covered by collateral¬ 
ization (see Exhibit B). 

(12) Tllney & Connany's books reflect an Item of $680.00 due to t^ Estate of 
Camilla H. Tllney. Ir. Tllney Is the residual beneficiary of this estate. 
This Item for the purposes of the Receivership can be expunged. 

(13) These charges arc actually payable by associated cotapanles. See also 
note 21. 

(14) Claims against Frederick Tllney filed through Claim 109, Dr. ’tara, 

$13,166.91. $291.39 arc not chargeable to the Receivership md a claim o 

$207.11 will be contested. :'rs. Tllney has paid dom by $435.74 and will 
hold the 7.ecelvershlp In this amount. Claims filed should be reduced by 
$727.00 to $12,233.00. 

lailer, Itontgomery 6 Spaulding will not file a claim In the a^nt of 
$5,084.83 Including Court Press. ’»rs. Tllney Is responsible for halt ot 
this llabllfty (see Schedule I, Exhibit D). 

!»rs. Tllney trill hold her aim on bills paid In the amount of $1,509.00 
(see So hdule I, Exhibit ,• 

Total conmerclal claims not filed against Frederick Tllney are $1,052. 
•taxlmum claims payable by Tiecelvershlp are $13,286. 

An Income tax claim carried by Gredlnger as $237 will actually net wt at 
$197 If paid currently. This covers 1962 federal taxes. A claim of about] 
$100 can be expected from "let; York State. 
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_iaxli!nim claims that the Receivership uill have to pay on behalf of 

including tax will be $13,533 including those not yet 

requires an adjustment in the Frederick Tilney colam 
e ding of $536.00. There nay be a claim on domestic uneoploymt althou-h 
this is being contested. j—»•. 

filed a claim (see Schedule 2, Exhibit D), 
This liability uill be talcen over by Tilney & Cor^any, Inc. 

(16) Tills liability will be assumed by Tilney & Company, Inc. 

(17) So long as the Equitable mortgage is kept current, the mortgage ulll not 
have to be paid. 

(18) There are 40 customers Ttho have not filed claims which accordioe to 
Craidinper figures of 12/17/67 t.’ould create a liability of $10,892. 

These claims should be settled for $7,666 (sec Schedule C, Exhibit O). 

(19) ^mn^clal accounts still due in are as outlined in Schedule G of Exhibit 

claim of Xerox Corporation should be contested to the extent of 
942Z.46. Xerox made an offer of settlermnt. 

(2Q) teeidlnger report of June 30, 1969 Indicates custooers* claims filed aa 
' A of Exhibit y Indicates customers* claims of 

$180,364.61. To cover the difference, $925.00 has been added to the 
s V subject to detailed analysis. indicated in Schedule A 

s«8Sested payments on claims filed should be reduced by 
$19,416. See also Orcldlngcr's note 3 in the report of June 30, 1969, 

Greidlnger reports commercial claims as $57,396 received as of June 30.1969. 
In SclMdulc B of Exhibit D this figure appears as $65,532. As indicated 
in Schedule n of Exhibit D, these claims should be reduced to $33,690 by 
adjustments. This would reduce the ^reldlnget figure by $19,206. A 
villfu****”*^^ beti/een the Grcidinger figures and those in Schedule B of 
Exhibit D should be immediately review red. A claim of $450 filed by :ie«» 

York State Unemployment Insurance is believed Invalid and has been deleted. 

(22) Cert^n adjustments have been made in administrative expenses including the 
eli^nation of $1,635 by claims of :^rs, Tilney and iCathieen G. Tilney 
Included elsewhere. An overall reduction in administrative expenses from 
tiM original figure in Schedule A, Exhibit U, has brought the total of 
this estimated account to $45,000. 

(23) Tlie difference betwen the total claims filed or to be filed iocluding fees 
and administrative expenses and the total liabilies should be revlcuad 

and brought into exact alignment. 


( 21 ) 
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CovsnuBfital Seatlstical Corp. (19) 
Tllney & Company, Inc; (20) 
Tllnay Construction Corp., Inc.(21) 


Assets 

6/30/69 


Mote s 

B. B. Gnidinger 6/30/69 ( 1) 

Dslata 

67,197 shs. City Comnerce, coo.(2) 
$55,844 City Cocmerce debentures 

77., 7/1/71 (2) 

380 shs. Connerclal Rev. (2) 
$19,000 Hotes, CoiBoerclal Rev. (3) 
640 shs. IlatonusUa Valley (4) 
130 shs. Ban!: of Suffolk Co. (3) 
6,707 shs. Central Alaska 

Utilities (5) 

220 shs. Alaska State DanI; (6) 
380 shs. ilarlne Midland Corp(6) 

Sondotm and 3 lots (7) 

31 shs. Hat. Bank of Alaska(3) 

Additions 

Damage claim ( 9 ) 

Revalue, Matanuska Valley Rank (10) 
Incons to 3/15/69 ( 11 ) 

Due from custotaers (12) 

Due from others ( 13 ) 

CSV, life Insurance (14) 

Furniture & Fixtures (15) 

’Jaddlngton Bank recovery (16) 

Revaluation, Anchorage property(17) 
Probable claim, Alaska St. Rk. (IR) 
Met assets excluding 
affiliates 


Total 

$525,372 

(7,030) 

(40,000) 

(14,000) 


( 1 , 100 ) 


(152,000) 

$311,192 

5,000 

43,352 

1,250 

4,100 

5,700 

3.500 

2,000 

40,000 

20,000 

2.500 


Pool: Basis 


0674,907 * 
"Tone ** 
59,120 


July 21, 1969 


Tllney 
6 Co. 

$339,104 

(7,030) 

(40,000) 


Frederick 

$186,263 


(14,000) 

( 1 . 100 ) 

(152,000) 
$ 19,163 

5,000 

795 

5,700 


$292,024 


48,057 

1,250 

4,100 

3.500 

2,000 

40,000 

20,000 

2.500 

$413.431 


Rook Plus Incrccent 
before Taxes 

^355,200 
Hone ** 
246.178 


$734,035 $601,378 

This statement excludes any value to Tllney & Company organlratlon 
expenses, good *»lli, files and library of Tllney & Company. 


Per D. Bernard Creldlnger, 6/30/69. 


** 


Only value to Recelvar would be 
stock of Tllney & Comoany, Inc. 


'r. Tllney's 90 shares of' 
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Notes on Assets 

taken from the Creldinger report of June 30, 1969. 

Pflrt I, line designated Total assets", 

y 

(2) These 1tens are to be deleted since under the program outlined they will be 
used as collateral for obligations due the Tllney children and Mrs, Tllney, 

(3) ^ese securities are the property of Mrs, Tllney and have been paid for by ’ 

to December 31, 1964, Although 

► in .Ir, Tllney s name, I’rs, Tllney has absolute claim to these Items 
subject only to the cross guarantee referred to In note (8) below, 

ry® P“tchased Jointly by !lr. and Mrs, Tllney through a bank 
oan at the Long Island National Bank which was paid off Jointly, These 
securities are referred to again In Appendix IX. 

(5) ate presently under loan at the National Bank of Alaska. 

ITS, Tllney t/lll pay this loan and take possession of the collateral In 
collateralizing her obligations, 

*'’aoi“te property of Tllney & Company, Inc, and 
have been claimed by Tllney 6 Company, Inc, w, 

(7) A reductlTO In value taken from the assigned value. Exhibit A, Part I. of 
the Creldlnger report of June 30. 1969, since property will be pledged, 

(8) ^se securities are registered In Mrs, Tllney*s name and were pledged by 
N^lonal Ba^. They will be released to her when the cross guarantees are 

(9) A potential damage claim against Central Alaska Utilities for taking an 

the Anchorage property «med Jointly by Dorothy Tllney, 
In^Alaska Richard and Ellen Sassara Is being examined by counsel 

(10) Valley Bank stock carried at $15 per share should be revalued to 

$30 a share In the light of the presently improved condition of the bank 
and recent quotes and trades, 

laco«°indlciJd!'**“’^ producing the 

1968 covered In the Grldlnger report of May 31, 

Mrs J ?"® approximately $750, will be paid by 

Mrs. Tllney In acquiring collateral on the one collateral loan of a 

ThJ ‘J® fi’? conjunction vrlth the closing of the Receivership, 

The other claims should be reviewed and pressed vigorously. 


( 12 ) 
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I 

(13) Counsel for the Receivership has Infornatlon rc(’ardln;» a claln aqalnst a 
note of richard Michaels and obligations of Richard and Ellen Sassara In 
connection ulth the Anchorage property vlilch the Receivership purchased In 

a foreclosure. ! 

(14) Cash surrender value as reported In the Croldlnp.er report could be converted 
If the life Insurance on the tT’o partners of Tllney & Company Is no longer 
deemed necessary to protect the public Interest or the partners could be 
given the option of acquiring the nollclas for the cash surrender value. 

(15) Furniture and fixtures are carried In the Crcldlngar report at only $1,200, 

It Is believed that after allowing for some Insurance on machines stolen 
that the total value realized through transfer to Tllney & Company, In^c., 
Governmental Otatlstlcal Corporation or sold \»ould net out to $3,217. 

(16) It Is anticipated t!»at the Mnddlngton hank stod; to be returned to t!;e 
estate for public auction t^lll produce a substantially higher flgura than 
the original sale. 

(17) On the basis of Hr, Tllney's recent trip to Alaska and a report to the 
Receiver, the property acquired by the Receivership for slightly less than 
$15,000 should be revalued at $35,000 pursuant to advice of competent 
realtors. The Anchorage area Is experiencing a major real estate boon. 

(18) In closing Tllney & Company's account with the Alaska State Oanl;, certain 
claims were filed which wined out the account. There appears to be a 
discrepancy xrhlch could produce un to $2,500 in cash from the bank. 


Discussion of Appendix I through A^ncndlx .x 

Appendix l ! 

The status of Governmental Statistical Corporation clearly Indicates that the 
organization v;hlch has a substantial asset value Is suffering from Inertia. 

Since It can na^ apparently be determined that Tllney & Company alone t^ll be 
able to meet all of Its obligations Including administrative expenses, 
Governmental Statistical Corporation should be allowed to be eliminated from 
the stipulation In order to be In a position to effect advantageous mergers 
or other similar arrangements necessary to protect and Increase tho net 
asset value. 

Appendix II ; 

Since Tllney & Company, Inc. has no equity value in favor of the Receiver, 
the continuation of this organization under the stipulation appears unnecessary. 
Since Tllney 6 Company, Inc. is actually the successor to Tllney 6 Company 
and took over cormltraents of Tllney & Coroany to be In a position to partlcl- 
nate In undernrltlng syndicates basei on the historical position of Tllney & 
Company, the sooner this organization can become really active the better. 
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Appendix Ill i 


Indicates a material value for Tllney Construction Corporation, Inc 
Appendix IV; 


Indicates no liability to the Estate on the part of 'fro j . 


Appendix V ; 

iDdUat.. ao tax problam frat, 1962 throash 1967 vtth no help on loss carry 
Appendix VT i 

Indicates no tax liability for 1968, 

Appendix VIIt 


Indicates that there could be 
1969 


a tax exposure If capital gains are created In 


il%rrr.‘n c:"!’“Se1,r‘^t\’'’r '>‘«‘v.r.hlp E.r.t. 

particularly In the matter of aom I'nnn *7°“ preclpttou. lleutdatlon 

de-n- - V- pf - :=Va“Srf t‘r“ 

douhle^the price ™„ld have addend au^'sl^tlallirj* :he'^aa\'ptfM t“. 


The same situation pertains 
at a figure of $35,000 below 
advantage this yeat. 


to the D. Raymond Kenney matter which was settled 
par. The Impact of this settlenfint may be a tax 


Since efforts are to be made 
would probably occur In the 
settled and does not become 
probable settlement will be 


to recover on both of these Items, any recovery 
tax year ending October 31, 1969 If litigation Is 

litigation be protected, the 
Included In 1969 Income on an accrual basis. 
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In preparing this presentation. It Is .issuned that the ’-arlne "Ildland 
Tinker National Bank xrill accent a second mortgage on the property 
Icnotm as Sundovm and a first mortgage on three adjacent lots in the 
Harbor Vlev; development in exchange for releasing any claim against the 
Receivership. The amount nov claimed by Tinker h’atlonal Bank, "n<rj Marine 
Illdland Tinker National Bank., rras originally $98,000 plus interest as «Tell 
as some additional principal advances in the amount of approximately 

recognized that the Interest allowance from Decerfcer 17, 

1967 to the date of consummation of tliis transaction will be subject to 
the approval of the Court and may be reduced. No court-directed reduction 
is included in the figure presented. 

The bond, note and mortgage covering the secondary position on Sundexm and 
the primary position on the adjacent lots '’ill be siened by both :ir8. Tllney 
and Itself and vlll be subject to a first mortgage on the Sundoim 

property as differentiated from the adjacent lots \;hlch are no ^7 unencumbered 
by mortgages. 


The first mortgage on Sundw-n is held by the Equitable Life Assurance 
Society of the United States. As additional collateral, the first rx>rtgage 
nox7 hM an insurance policy on my life In the amount of $40,000 on which 
rs. ilney is beneficiary. have agreed to assign the cash surrender 
value and death benefits as interest may appear, subject to the latrs of 

regulations of the Society, to the !Iarine 
• Ildland Tinker Ilatlonal Bank over our joint signatures. 


^ "“tonal lanl: transaction to 

oarM^nl^nf^ ^ Institution and to Iron t!ic estate to meet Its customers’ claims, 
partlfcularly the various items referred to in Exhibits '1 anc C, should be of 

of the relationship of "rs. Tllney 
V7lth the Receiver and the minor children. . • y 

Tinker matter can be satisfactorily resolved as well as 
JeLon^for^lJr ® position and Mrs. Tllney there could be no 

Hedl^or ^ innediatc partial distribution to the customers and trade 





FT/dt 
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APPENDIX I 

STATUS OF GOVERintENTAL STATISTICAL CORPORATION 

Governmental Statistical Corporation was founded In 1947 handling a 
vide ran^e of municipal bond flotations totaling several billion dollars 
up until October IS, 1967t At that time a number of the key personnel of 
the organization left to form their own business, seriously crippling the 
operations of Governmental Statistical Corporation. 

'In the balance sheet folloi^lng the pro forma rounded figures appearing 
on the books of the corporation are Indicated up to and Including June 30, 

1969. 

An elimination of virtually all assets from the books of Governmental 
Statistical Corporation except real estate, condennatlon awards, cash, good 
receivables and the like would result In reducing the assets of the corporation 
by $716,000, leaving net sound marketable assets of $432,225. Eliminating 
accrued Interest on the notes, liabilities of a general nature amount to less 
chan $200,000, leaving an equity to the notes of $232,225. Should such 
writeoffs be taken, a tax loss of over $700,000 would be established. At 
present tax rates, such a loss would be worth $425,000 In tax savings. Using 
40Z of this figure would add approximately $170^000 to the basic book value 
of the corporation, bringing It to $400,000 after payment of all general 
obligations, bank loans, etc. Applied to the outstanding notes of $689,000, 
this equity Insofar as the notes are concerned would result In a dollar value 
of the notes of 64% at par without regard to Interest. 

Since Tilney & Conpany owns $ 555,000 notes, this would result In an equity 
value for Tilney & Company In Governmental Statistical Corporation of $355.,200. 

Book Assets 




9/30/68 

6/30/69 

1 

Postage 

$ 10 

$ 20 

2 

Cash 

100 

200 

3 

Accounts Receivable 

77,000 

37,000 

4 

Work In Progress 

350,000 

380,000 

5 

Accrued Int. Receivable 

11,600 

7,550 

6 

Preraid Insurance & Exp. 

1,000 

1,000 

7 

Fe». ral Tax Refund 



8 

Excise Tax Claimable 

10,800 

11,500 

9 

Insurance Claims 

— 




$ 

450,510 

10 

Investments: 



a. 

ASDC note 4%, 8/1/73 

95,000 

95,000 

b. 

Tilney Construction Corp. 

6.476 

476 


101,476 


432,270 


95,476 
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APPENDIX I — Cont'd. 
9/30/68 

Fixed Assets! 

6/30/69 


a. 

Land & Bldg. 

$ 39,000 

$ 37,000 


b. 

Land & Garages 

45,000 

45,000 


c. 

Furniture, Fixt., Autos 

Other Assets: 

7.000 

$ 91,000 

6.500 

$ 88,500 

12 

Valu^le Papers 

120,000 

125,000 


13 

Corporation Projects 

290,000 

330,000 


14 

Tlortgage & Int. Rec. 

1,400 

1,500 


15 

Due from officer 

6,829 

6,829 


16 

Maps, Surveys & Supplies 

11,500 

11,250 


17 

Deposits 

1,825 

2,100 


18 

CSV, Life 

200 

250 


19 

Miscellaneous 

3.003 

434,754 

3.000 

479,929 

198 

Condemnation Ar.^ard 

47.200 


47.200 



$1,124,94) 

$1 

,148,325 


Book Liabilities 


20 

Note payable to bank 

62,000 

62,000 


21 

Mortgage 

30,000 

30,000 


22 

Notes current 




23 

Accounts Payable 

14,800 

11,300 


24 

Accrued Taxes 

24,000 

16,000 


25 

Accrued Interest 

114,435 

157,632 


26 

a Other accnied liabilities 

2,100 

2,100' 



b Due officers' children 

8,800 

9,000. 



c Salaries payable 

8,800 

8,400 



d Fees, condennation 

1,700 

1,700 



e 

18.700 

32.700 




$ 284 , 535 

$ 



Lons Term Debt 




27 

7 1/2% Notes 

74,000 

74,000 


28 

Due Tllney & Con^ony 

-- 

— 


29 

Due officers 

20,000 

30,000 


30 

Mortgage payable 




31 

Notes, TX 

630,000 

590,000 


32 

Notes, 62 

25,000 

25,000 


33 

Base Notes, 6X 

„ 5,000 

, -LAQO 




.$ 754,000 

$ 

714.000 



$1,038,535' 

$1,044,832 


Stockholders' Eaultv 





Capital 

22,000 

22,000 



Surplus arising from 

38,638 

38,638 



revaluation of assets 

9,438 

9,438 



Revaluation reserve 

16.329 

33.417 



Earned Surplus 

86.405 


103.493 



$1,124,940 

n 

,148,325 


Note ; Land ovmed by CSC carried on Its books at $82,000; has a current 
valuation based on actual transactions pending on the bulk of the 


land of $264,000. 
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appendix TT 


TILHEY & COIgANV, 
6/30/69 


Tilney & Company, Inc. was formed January, 1967 to taka over the 

Miriri966’^Tll®^ i Company when it became obvious that due to a huge capital^ 
Tilney Company's tax position and that of Mr. and Mrs^ Tllnev 
vrould be extre^ly poor. For this reason, the new company was for^d U 
was never really active except In the bond business du^^ 1967 Md^Led 

ExchmS ^ Company was closed by the United sLtes Securities and 

Exchange Commission on August 9, 1967. 


Its activity since that time has been 
with the public except for service purposes. 


very limited and has had 


no daaltngs 


Assets 

Cash 

Securities: 220 shs. Alaska State Bank $11,000 

380 shs. Marine Midland Corp. 14.440 


As of September 30, 1968 after Tilney 
& Company's bond Account bad been 
liquidated through the Franklin National Bank 
under the direction of the Receivers, It was 
established that Tilney & Coo^any, Inc. :;as 
due by Tilney & Company $19,800.09. This claim 
is not being asserted at this time since the equity 
of Tilney & Company will eventually be available 
to capitalize Tilney & Company, Inc. 


$ 2.00 
25,440.00 


Liabilities 


Accounts Payable 
Syndicate Liability 


$ 7,290.25 
net 4.335.30 

Net Worth Before Subordination 


11.625.55 

$13,714.45 


In addition to the current liabilities, Tilney & Company, Inc. owes to 

Tilney $52,595.50 on a subordinated basis and also has outstanding 
$21,000 notes issued to the Marine Midland Tinker National Bank in connection 
with losses on repurchase agreements of Tilney & Company, Inc. on municipal 
securities carried by the bank. These notes, the Interest on which is payable 
semi-annually will mature finally in May 1973. Other notes of this type will 

be Issued from time to time if and when losses are taken on repurchased 
securities. 


Contingent Liabilities: 


Tilney & Company, Inc. is contingently liable on repurchase agreements 
of municipal securities with the ’larine Midland Tinker National Bank. It 
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is understood that every effort will be made to mitigate the losses on 
these repurchase agreetaents and to permit Tllney fit Company^ Inc. to absorb 
the losses into its general operations when it is again active in business. 

In Mldltion, Tllney & Company, Inc. has an interest with an individual in a 
substantial block of Marine Midland Corporation stock vrhlch could result 
In future liability but might also result in a material future gain depending 
upon market trends. 

In event of losses, the same procedure as in the case of ?tarine Tildland 
Tinker national Bank v/ould prevail in the matter of the Marine lUdland 
Corporation stock. 

Both Mr. and Ifrs. Tllney have agreed to endorse the subordinated notes of the 
Marine Midland Tinker National Bank and any notes Issued in connection wl^ 
the Marina Ttidland Corporation stock arrangement. These notes would be of 
the same term and scope as those issued to the Marine Midland Tinker National 

Bonk. 

There is no income tax liability for 1960 and none is in prospect for 1969 . 
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APPENDIX III 


STATUS OF TILNE7 CON T?>UCTIO!l CORPORATION , TMr ^ 


Construction Corporation, Inc. \;a8 originally 
1945 to hold real estate otmed by Mr. Tllney and has from 
been active in the purchase and sale of property. 


organized in 
time to time 


_ V 

The status of this corporation as of June 30, 


1969 is as follot/s: 


Assets 


Cash 

Accounts Receivable 


Fixed Assets 

Land, Griffin Terrace 


12/31/68. Book 
, $41,031.73 
Land, Broadway, Hlcksvllle 11,500.00 
Plans for buildings 


Value 


Current 

$150,000 

113,000 


on Griffin Terrace 


8.JOO.OO 10.000 

$60,531.73 $273,000 


$ 7.33 
359.70 
$367.03 


Liabilities 


Note payable, Govemmental Statistical Corp. 
Accrued interest payable. Governmental Stat. 
Francljlaf Tax due 

Due Tllney (per B. B. Greldlnger) 

Accrued Real Estate Taxes 
Miscellaneous liabilities (inter-family) 


Eq\ilty at book 

Equity at Current Value before Capital Cains Tax 


476.00 

1,673.92 

100.00 

59,128.00 

11,000.00 

2.000.00 

$74,377.92 

$(13,479.16) 

$198,989.11 


Current Value Per Share 


$ 1,989.89 


Stockholders and Stockholders' 
Equity at Current Value 


Frederick Tllney* 

Estate of Camilla H. Tllney 
Dorothy M. Tllney 
Edward P. Schroeder 


Equity 

Book Current 


74 

shares 

Hone 

$ 147,252 

25 

shares 

Hone 

39;798 

5 

shares 

None 

9,949 

1 

share 

Hone 

1,990 


The book value for the Receiver would be limited to the figure of 
B. Bernard Greldlnger & Co. of $59,128.00. For current value, the 

before capital gains tax would be the value 


2 
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Appendix lil t (Conc'd) 

Tllney Construction Corporation, Inc. Is purely a holder of real property. 

It has a substantial asset value virtually all of \ihlch Is owned by Mr. Tllne; 
Therefore, It has been available to protect the creditors of Tllney & Company 
Its ownershl^p of property adjacent to Governmental Statistical Corporation 
property In Ulcksvllle Is already actively under discussion for development 
and since Tllney & Company will be able to pay off all of Its obligations 
to the public and to others the early elimination of the stipulation In 
regard to Tllney Construction Corporation, Inc. would permit It to effect 
mrgers and other adjustments that would be beneficial to the entire picture. 


Appendix IV » 

The miscellaneous assets not valued in the Greidln>»er report of June 30, 1969 
.are not of a .particularly Important nature. 

The amount due by Dorothy M. Tllney, which has been a subject of discussion 
for I 1/2 years. Is denied by Mrs. Tllney. Mrs. Tllney denies any obllgatlot 
to Tllney & Company and on the contrary has entered a sizeable claim. 

Mrs. Tllney*s claim Is Included as Exhibit B attached hereto. 


Office furniture and equipment have only moderate value. A recent burglary 
In Ulcksvllle will permit the replacement of new equipment. The Tllney 
& Cosgiany furniture will be parceled out between Tllney 6 Company, Inc. and 
Governmental Statistical Corporation against cash payments. 

Cash value of the partners' life Insurance has an intrinsic value at the 
amount stated. Whether or not It should be continued at Its heavy although 
low>rate loans should be a matter of discussion. It might be advisable to 
transfer this Insurance over to Tllney 6 Company, Inc. as a protection to 
that organization. 

Collection of the monies due from customers should be pressed. A substantli 
portion of this Item should become available to the Receiver. 


Appendix Vt 

An analysis has been made of the status of taxes for the fiscal years endlni 
1962 throu^ 1967. Mr. and Mrs. Tllney have always filed Joint returns and 
In 1966 It became apparent that due to a huge capital gain In that year tdiei 
Tllney & Company was forced ruthlessly to liquidate securities In connectloi 
vlth problems with several of Its major lending Institutions and D» Raymond 
Kenney 6 Company that any advantage of loss carry back and carry forward ha 
been eliminated. 

In the following table column I shows the net Income or loss T/lthout consld 
aratlon of personal exemptions for the various years ending October 31. 

In colutm 2 the amount of the capital gain established In those years Is 
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net opemiJg^lois Included after adjustment for 


1962 

1963 

1964 

1965 

1966 

1967 


( 1 ) 

$ (5,409.70) 
(3,451.80) 
541.89 
(86,132.26) 
(59,559.59) 
(160,739.23) 


( 2 ) 

$61,765.25 

50,744.58 

36,020.68 

28,242.66 

846,094.23 

^0,819.39 


(3) 

$56,355.52 

47,292.78 

36,562.57 

(57,889.60) 

786,534.64 

(119,919.86) 


Uiy,»19.86) 

If «y could cr..t. . ..rlL. “ op.r.tlng lo.«. 

m . priority . 1 . 1 . .g.l„.t"thJ “““ *“ r..uU 

”^96‘2“«’ Judfted“L' » It a, foUo... 

th. i„ Court ‘i—t» 

..ttUd .t a «o*tt Il” M 1„ tha”S“ “ ‘o l- 

Ih. Joint t-„a„r 1 . ti Jal^^L!"' ““ 

adSd t^th^K^ura.^"u!!^”^h^l% 5 "'‘ Uabaity 

th. «s to eu^n.s°s:d;^:i^:*irr4i;:;:^j:/t'f:::j!.‘?a::Lr 

-iited. 

The State has beeJ^Mtlfled to^send*!* it "Ith the 1962 return, 

range of $100.00 or less Insofar as tie llclltlr u'c^nce^ed."* ^ 


Appendix VT ; 


s: iau or.,'Jun“:^ xut th. h..i. .1 

not lo.. tn.n“ it “cimrtfin'’'" ““ >'*“ '««“ to " 

orpaotea cootlncd during 1968 and •*** oth*r 

•ince neither Mr. or Mr* t<i u j little offsetting Income 

during the year. Total salaries eam®!i^ earned Income of consequence 

last «Man.lM°^terto^it'l5*''’{J“5J'J^M P^or to th. 

t«. payabla tor th. n.c.l ,..; .,e, to^"or.“iu.1.^. 
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bsfon considsrstlon of exsnptloas will have no value as a loss carry 
back in view of the situation existing in 1966. 

Appendix VII t 

The fiscal year 1969 had only progressed to the extent of eight months 
as of June 30. Income of the taxpayers la again extremely light and 
eiq>enses and deductible Items continue at approximately the same rate as 
In 1968. As a result, on a personal basis Mr. and Mrs. Tilney will have 
no tax liability unless It Is created by capital gains. 

The remaining securities in the portfolio are currently sailing at prices 
coBoensurate with base cost or slightly above. The short position in 
customers* securities with a sharp decline In the market also spears 
likely to produce a net Income factor of considerable magnitude. 

Ublla administrative expenses of the Receivership could be bulked Into the 
year 1969, It does not appear that these will be of such sice as to wipe 
out Che net gain which appears likely to occur in the fiscal year ending 
October 31, 1969. The return of the Waddlngton Bank stock to the Estate 
and Its attendant sale at presumably a hl^er figure further complicates 
the tax position. 

As a result. It would appear that any transactions occurring between the 
current date end the end of 1969 would have to be scrutinized carefully to 
avoid the possibility of creating an unnecessary tax liability. 

The affect of the accumulation of the huge capital gains In 1966 will run 
Its course at the end of 1969 and It appears chat after November 1 It 
■l^t be more judicious to make sales than x;ould be the case in the 
current year unless sales can be established at definite losses. 

A number of potential capital gains, some of them short term, appear 
likely to occur In 1969 particularly if some real property is sold. 

Before any further aales or other actions are taken, the tax liability 
factor should be studied very carefully. 

In the short space of time since the hearing on July 16, it has not been 
possible to'accomplish a detailed analysis of the exact tax status for 
fiscal 1968 and 1969 projected. Any further transactions until such a 
study has been completed ndghc prove to he self-defeating. 

Appendix VIII: 

There are no major priority claims that have not yet reached the Receiver 
or disclosed In this communication. It is believed that no new priority 
claims can now be asserted other than those In the hands of B. Bernard 
Greldlnger A Coogiany. 
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TILIIEY & COMPANY, INC. 

A7 ’/est Nlcholal Street 
Hlcksvllle, New York 11301 


July 1C, 1969 


Joseph C, Hogan, Esq. 

Becelver for Tllney & Company 
and Frederick Tllney 
Hogan & Kelleher 
40 Nall Street 
Hew York, H. Y. 

Dear Hr. Hogan: 

Since today the Court v:ill be considering an application of the Tinker 
National Bank to take a mortgage on Sundovm In satisfaction of all of their 
claims against the Receivership, I have prepared this letter. The figures 
In the letter t?ill I am sure be supported by both your accountants and ours. 

Since the Tinker National Bank has elected to agree to take a second 
mortgage on Sundown, the main property, as tjell as the adjacent lots, the 
figures I had previously prepared had to be scranoed since the lots were not 
previously Included. 


In examining this material, the following facts must be borne in irlnd. 


1. Mrs, Tllney and I have always filed joint rv’tums and joint net ’'orth 
statements. For this reason, it Is somewhat difficult to split tax 
liability at this late date. In filing the net ^jorth statetaents, I 
would like for you to remecl)er that they always Included both of our 
obligations to the children. 

2. Mrs, Tllney will assert a claim for the middle of the three lots, namely 
Lots 35 anc 26 on the Harbor Vle’7 Map, In addition, Mrs. Tllney will 
assert a claim based on gift to her as well as cash contributions by 
her for major improvements at Sundoim in the amount of original cost 

of $24,000. 

3. The note that the Tinker Haticial Bank is offering to wlthdrm^ in 
exchange for the mortgage tras a joint note of $100,000, the proceeds 
of which went directly to the account of Tllney & Company. As a Joint 
note, Mrs. Tllney as limited partner contributed $50,000 to the firm at 

. that moment over and above her limited capital contribution of $2,500. 
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*greeTiients. It does not appear that thl* would 
- . , Itlon to her capital account but would be actually a debit 

Tllney & Coopany. The aoount has 
increased to $55,000 by the accumulation of Interest. 

National Bank was a 
billing to take a 

»rtsap on property In which :ir8. Tllney has a vested interest both 
M to her lot to be reduced to fee simple and her interest in the 

fitting and proper that the Tinker National 

against the Receivership in exchange for 
a second mortgage on properties which are owned Jointly, 


figures reveal the following basic facts: 


®aslc cost of Sundown only 

Of this, Mrs. Tllney will claim 
based on gift from !!r. Tllncy’s lace 
taother 

By direct contribution of funds 
for ioprovecsnc 


Cost to P. Tllney 

By gift from Mr. Tllney's late 
mother ' 

By Inheritance of land 
By inheritance of buildings 

Contributions for improvements 


$ 98,000 


$ 2,500 


21.500 


2A.00O 
$ 7A,000 


2,500 

20,000 

22.000 


44.500 
$ 29,500 


I.. Tllney acquired Lott 33- 

mJ- T?/®' $2,000, a total of $3,100, 

Mrs, Tllney in 1949 acquired Lots 35-36 for a cost of $2,000, 

-_following table is set forth the costs of Sundown for the purpose 

nf tax and apportioning the share of the proceeds 

of sale to Mrs, Tllney as her interest would appear. 


Basic Cost and Deoreciatl 
F. T1Iney 


Sundown 

Less gift cost deduct 

Less depreciation to 11/1/69 
Remaining cost 
Lots 

Total cost, Sundown and lots 


$74,000 

—IaJ > ,0 9 
$72,500 
28.644 
$43,856 
— 3*100 
$46,956 


D. Tilnev 
$24,000 

-.V,;o9 

$22,500 

—Lm 

$13,404 

2*222 

$15,404 


Coablned 

$98,000 

31222 

$95,000 

jzlm 

$57,260 

—U22 

$62,360 
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Mrs. Tllney will claim as her share of the net proceeds 25.22% of the 
net sales price. 

In the follot^lng tabic I have \7orked out the situation on an assumed 
sale price of $157,000. 


Assumed sale at $157,000 

Less selling expense 12^000 

Net Sale $145,000 

Less Mortgage 27.000 

Net Cosh $118,000 

Less Mrs. Tllney*s share of balance, 25.22 % 29,759 

Net cash proceeds to Receiver $ 88,24 1 


The capital gain on the above transaction would be paid either through 
a Joint return or through separate returns In the amount of $81,640. 

Since Mrs. Tllney and I have no loss carry fonjard or carry back, as 
will be attested to by our accountants, Louis I). Blum & Company, and may have 
further capital gains due to liquidation, an assumed capital gains tax of 
between $15,000 and $20,000 would have to be considered. If Mrs, Tllney x»ere 
to bear 1/4 of this tax, my share would run between $12,000 and $15,000. 

This wuld further reduce the amount of cash the Receivership would recover. 

Sincerely, 


Frederick Tllney 


PT/dt 
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Joseph F. Car lino, .Iso. 

^ Sovl^.ro 

114 Old Country rlo.id 
'Ineola, 'Jet; York 11501 


^ear !«r. Carllno: 


Ju.Trdl.Tn6:iip of iCuhlcon G. Tilney 

Dorothy C. Tilnoy Pr.Jeric!; TUncy, Jr. 


bo''rh^‘r‘?r\’ J,to your 


- 

SKIP, 3.„^er 17.1,67^ =■» tho date o£ 

wrt «.«du:t“:£r" “yo^M'^; 

cut. ^ilnsrct‘“Say“ t.e enterln, . 

Pto. c«J t^*“e*nv'e2''b;''y„.;j“,^'“;;j '« the etock due tkut, 

"bltsatlons the follo-inp IcoL^ ar.anyln? to accept ao collateral for t».e 
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Valuation by 



Shares 

Item 

Creldlnger & Co., 

Estimated 



June 30. 1969 

Value 


47,197 

City Commerce, Conoon 

$ 7,030 

$ 23,598 

(1) 

$55,844 

City'Commerce, 7% 





Debentures, 7/1/71; 





Interest current 

40,000 

53,052 

(2) 


(accrued Interest to 





date of delivery) 


? 


330 

Long Island Conoerclal B 

evlcw 14,000 

38,000 

(3) 

6,700 

Central Alaska Utilities 

i.ion 

12.414 

(4) 


$62,100 $120,464 


(1) City Comerce stock was liquidated In the range of 45c a share 
within the last nonth. Valuation la Indicated at 50c« 

(2) City Conanerce debentures iflll be paid in less than t»JO years at par. 

(3) Long Island Conoerclal "evlcw — this holding represents the second 
largest blod; of stock. Mrs. Tilney Is the oimer of approxloately 
40Z of the outstanding block of convertible debentures as well. 

(4) This security has a United market. The holding Is the largest 
ndnorlty block. The two major stockholders are the Tyonek Indian 
Tribe of Alaska and a former operator of the company. The Tyonek 
Indian Tribe has assisted In financing the corporation and they have 
assured me that an Impending sale to the Anchorage Borough of the 
outstanding cornon shares will be equally trected. Indications are 
that the sale to the Borough may be la the range of $5.00 to $6.00 

a share. For conservatism, I an carrying this security at $2.00 a 
share on tha advice of Anchorage bankers ’-/ho have sona of the stock 
In collateral loans other than nv o»m. There Is a small outstanding 
loan against myself on this stock which Mrs. Tilney will be prepared 
to pay off. As noted, tha necelver's auditors are valuing the stock 
at only the amount of the loan. 


’Ira. Tilney wHl be prepared to take a secondary position in regard to 
tha collateral which the Receiver's auditors have valued at only $62,130 which 
would be adequate to cover the stock and monies due my children which together 
total $45,868. 

Stock due children oer B. Bernard Grcldlnpcr, 

as of 12/17/6*7 $ 27,332 

Funds due by Frederick Tilney from the proceeds 

of stocl; sales and savings accounts 18.036_ 

$ 45,868 , 
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At the Indicated^aluL'*^hwe’children ,,tli amount to $107 352 
the children t,ould be covered by the exlstlnq^vaJu'es'^? 

market. $2?”83r^i‘'Sece^ern°“l96?^\e^rcf Position valued at 

lnto"arl“e mdland nJker" 

Bank, still an Independent bank Long Island N«W 


"espcctfully. 


FT/dt 


FrederlcI; Tllney 
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Tilney & Company, Inc. 

47 WEST NICHOLAI STREET • HICKSVILLE, NEW YORK 11801 
516-681-1717 


STATES MUNICIPAL BONDS 
REVENUE BONDS 

July 21, 1969 


U S GOVERNMENT SECURITIES 
HOUSING AUTHORITY BONOS 


Joseph C. Hogan, Esq. 

Receiver for Tilney & Conpany 
and Fredericli Tilney 
Hogan & Kelleher 
40 Wall Streec 
new York, M. Y. 10005 

Dear Tfir. Hogan: 

In connection vJlth the final closing of the Receivership of Tilney & 
Conqsany and ny husband, I vould like at this tine to assert certain claims 
against you as Receiver on behalf of nysclf both as an Individual and as a 
United partner of Tilney L Comnanvt' 

I have due and payable to me $55,000 (not Included In the B, Bernard 
Greldlnger & Company report) not Involved »;lth my limited partnership account 
sdilch represents funds advanced by me In the amount of $50,000, the proceeds 
of a Joint loan of Hr, Tilney and ryself made with the Tinker h'atlonal Bank 
and at that time unsecured. The proceeds of this loan were contributed directly 
to Tilney & Company's account. Subsequently I Joined tr. Tilney In putting up 
as collateral notes In the face amount of $130,000 of rovcrnmental Statistical 
Corporation In which I have a half Interest, said notes being dated July 1, 1966, 

At this time, I t/ould also like to enter ny claim for $2,500, not Included 
In B, Bernard Graldlnger & Company's report, Indicating ray United partnership 
capital,as rwll as $2,040 due me, as attested by the records of B, Bernard 
Creldlnger & Conpany In their report of June 30, 1969, specifically noted In 
Exhibit A, Part II, thereof. 

In addition, I would like at this time to have you note on your records 
that over the years I contributed $21,500 to Iraprovements to our property at 
Sundown and have received by gift from m late nother-ln-lax 7 an Interest In 
the cottage, »;hlch was ny first home when I was married. In the amount of 
$2,500. In addition, I orovldeJ funds for the purchase of Lots 35-36, Section 
28, Block 57, a parcel of land adjacent to our home In the development kno/n as 
Harbor View. I have always paid the taxes on this property Individually over 
the years. These lots with tvo adjacent lots. Lots 33-34 and 37-38, are to ba 
Included In a second mortgage In which I an joining ray husband In signing the 
bond, note and nortgage In favor the 'iarlnc T’ldland Tinker National Bank. 

I have also paid Improvement assessments to the Harbor Vle\? Association on my 
lots. 


fxhibit c 27! f 
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In addition, I x»ould like to clal- at 

value of the property knoxm as Rundo-Ti and the thr^^ appreciation of the 

one lot of three on the basis of n n i j ^ Jacant lots of *Thlch I o’m 

Greldlnger & Coopany In their renort by D. Bernard 

$152,000. The bas6 cost of this nro-’erty to ’'r* Tllnev’a^" a™unt of 
to depreciation vas $103,100 Includln'r ►’ nysclf v;lthout re«»ard 

l.tloa l.a.od the fl™rrost“bu'i^d In 

Applied to my total tost of $26 000 t’.<a ,,n , , 'spptt roprosonts 47.43Z. 

•oalna. tHa 

Sjnmarltlni. thlj clalr., I a„ non aal'.inn for consideration as follo.>o! 


55,000 
2,500 
2,040 
26,000 

-- 12,332 
5 97,872 


Advanced to Tllney 6 Company 
Ify United nartnershln Interest 
Advanced to the 'locelverslilp 
’ly cost in the property to be nortRa-ed to 
Marine Idlaad TinI.er ‘latlonal Bank 
Appreciation In the real estate to be mortqaRed 


to liquidate w^rclal‘'accou:uf ofhusbUd advanced 

letter addressed to you fror- Tilnev covered In Schedule ! In a 

nents an»unt to $1.508"55 I al^fn shT!:'"" p'v- 

$435.74 covering part of a bill Iron ^r of 

$1,080.74 (sec Schedule M of T JvT c 

1969). The ‘ ^ Comany’s letter to yourself of Julv 15 

The total amount of ny assemble claim .ould, therefore, be $99,817 ' 

silver and slnllar^^assets^L^a^rin^ objects of art, 

title. Since It aopears that ^hc ^statl ”hlch I ar asserting 

not to burden-L LJtMth a d'tal'le, ^ 

really of a nersonal nature; ‘1-tnlled accountlnR of these Items T,hlch arc 

or my husband,"predenck^^Tllnev ^1^" Tllney & Cormany 

certain legal’bmlor exoeise^an^ "«ter ofT 

4 Spaulding In a Joint actl^ ,hlch •tonteomery 

Iload. Since I understand this bill is nor i < ngalnst t!ie Long Island Rail 
the Receivership ne“eli recLM."" against 

liability therein. The amount of this uni^ 

December 17, 1967, Is $5,084.83. ^ Including orlntlng charges as of 

pledged^r^mf"L"'nddlUona{'conatV^ are aware as Receiver that wore 

a tlilrd party guarantor for loans of Tllnov & r Tllney £ Company or as 

Statistical Corporation at the Lone Island'r'atIonar^an’ Governmental 

cinonai ,an... These securities 
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I understand itIII be returned to me by the bank as soon as the secured laen 
Governmental Statistical Corporation in the amount of $62,000 is liquidated. 

I have instructed the bank to retain these securities for my interest. 0ne*of 

national Bank is 640 shares of Mataauska Valley 
Bank stock issued in our Joint names. «««•».• r«xiey 


In this connection, you arc also aware that Mr. Tllney and I atm a certain 
joint piera of real property on Centre Island in addition to our home. This 
property is not entailed in the Receivership because of its type of mmership. 

time, it is not my intention to assert my claim in connection 
.1 Sundown and the adjacent lots thereto v^hlch I have valued 

previously noted. This claim Is not being asserted since I am 
mdi- S willingly under a second mortgage in favor of the Ilarioe 

Tl^er National Bank which advanced my husband and myself jointly 

bolster Tilney & Company's position. Hoxiever, I am claiming 
the balance of the items in the total amount of $ 61,484. ® 


In conjunction with collateralization of obligations due 
am prepared to accept collateralization to cover $61,484 and 1 
the guardian of wy children. 


my children, I 
an so notifying 


Very truly yours. 


("rs. Frederick Tilney) 


cc: Mward J. Gunnigle, Esq., Marine Midland Tinker National Bank 
« Mr. Janes Dlnlielacker, Long Island National Bank 
Robert G. Benisch, Esq. 

Joseph P. Carllno, Esq. 

Terence Gilheany, Esq., Cadv/aladcr, Mlckersham & Taft 


272 









Tilney & Company, Inc. 


47 WEST NICHOLAI STREET • HICKSVILLE, NEW YORK 11801 
516-6811717 


STATE* MUNICIPAL BONDS 
REVENUE BONDS 


U S GOVERNMENT SECURITIES 
HOUSING AUTHORITY BONDS 


July 15, 1969 


Joseph C. Hogan, rsc. 

Receiver for Tilney 6 Company 
snd Frederick Tilney 
Hogan 6 Kellaher 
40 Wall Street 
Kew York, N. Y. 10005 

Dear lU:. Hogan: 

As requested, Z am subrittino our view of the position of the Receiver* 
ship Estate of Tilney 6 Company. In this study, I am only referring to the 
liabilities of Frederick Tilnev Insofaur as you have received claims against 
Be personally and for a small list of claims which might be filed on the same 
^>i4 as those you have already received. 

Actually Tilney a Conpdny, the partnership, including the contributed 
capital of oyself as the general partner v?as and still is able to neat all 

obligations in full without reference to my personal assets outside the 
firm. I have repeatedly made this position clear in all statements filed. 

1 am listing below the current liouid assets of Tilney • a Cosqaany pro¬ 
jected to August 15, 1969, Tdten proposed temporary investnents will mature. 


Manufacturers Hanover Trust Company, C.D. due 7/14/69 

Cash balance 5/28/69 

Sales: 23,000 City Cosonerce 0 45^ 

July 1 interest from City Commerce 
C.O. interest, 7/14/69 
Cash balance, Long Island national Bank 
ZncoBie, 7/14 - 8/15, $200,000 @ 7 1/2% 

Dorothy Tilney, Stevenson loan 

Z4I4S real estate taxes due Dorothy Tilney 
Wet cash available 8/15/69 


$180,000.00 

14,165.45 

10,350.00 

1,954.54 

5,625.00 

33,539.25 

1,250.00 

750.00 

$247,634.24 

662.51 

$246,971.73 


In addition to the cash indicated above, it is sy.belief that the 
slightly less than 800 shares of Waddington Bank stocdc which will be 
auctioned off by the Court depending sotne^'diat, of course, upon sMZket 
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ooBdltiona should bring the Estate an additional $40,000, raising the total 
available for distribution to just short o^ S300,000. 

In addition to this figure, Tilney fi Company Mill retain the followino 
securities with current market values indicated: 


Shares 


'larket 

Basis 

Value 

47,193 

City CoBoerce Corp. 

454 


$ 21,236.85 

$55,844 

City Coomerce Com. debentures 
Plus accrued' interest to 

95 

10.00% 

53,051.80 


9/1/69 

— 

— 

651.33 

100 

Florida Capital Corp. 

7 1/4 

~ 

700.00 

1 

Van American Mrways 

16 


16.00 

3.203.8 

^atanuska ''alley Bank, Palmer 

30 


96,114.00 

$171,769.98 


In addition to the foregoing securities, the Receiver v>ill have in hand 
as the property of Tilney 6 Company the follo^^'ing: 

$70,000 of Sinking Fund rotes of Governmental Statistical Corporation, 
interest of June 1, 1968 and subseouent coupons past due, as well as 
$500,000 of general obligation notes of the siune corooration dated 
J^ly 1, 1966. A credit to the receivership was given to Governmental 
Statistical Corporation on these notes in the amount of $40,000 in 
the taatter of the »’ooe settlement »diich would reduce the face total 
of the combined Issues to S53h,000.. It is estiriated that these notes 
have a value of not less than 50C on the dollar. 

Xiouidating value of Governmental Statistical notes $265,000.00 

On the basis of the projections above and assuming the sale of the 
Haddington Bank stock at $40,000, the Receivership should have in cash $286,000 
by mid-August. 

Attached hereto is a schedule of liabilities of Tilney & Company as of 
the close of business July 14, 1969. It will he noted that the filed claims 
have b e en reduced from the amount indicated wd it is believed that these 
reductions can be substantiated. The claims not yet filed which will reguire 
cash distribution are limited. 

Z have assimied that the family accounts will be covered by the remaining 
security assets of Tilney & Compemy which as previously noted have a value of 
$171,769.98 exclusive of the Governmental Statistical Corporation notes with 
a valtw of $265,000. The amounts required to meet cash claims %d.ll be limited 
to the following: 

Claims to be allowed (sum of Schedules A, B and H) $212,307.53 

Claims to be allcvwd under Schedules C, G and I 13,382.71 

Expenses of administration. Schedule J 49,910.00 - 

$275,500.24 
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Joa«ph C. Hoqan, Fsa. 


July 15, 1969 


As you know, I did not favor the settlement that was made with D Rjkvmnn /4 
<Sropped about $30,000 on a cash basis and further 
5"^? ''atinecock stock which was in effect balancino con- 

trol Btodc was precipitate and cost the estate in excess of $100,000. I am 

^ steps to rectify both of these situations which will further* 

estate. These steps, however, will be taken after the 
several other items of litigation, as you know, that 
we Intend to press for the benefit of Tilnev s Conoany but these are of no 

f ^® ^®"®'^^ “y recoveries from 

^ Company is, was and always has been able to meet its 
obligations. This communication quite clearly indicates this fact. 

Inforaed today that Hon. Joseph P. Carlino has been officially 
Surrogate, Hon. John Bennett, to serve as gueurdian for my 

thiThf'iili^L^” affairs with them. 1 am inclined to bSieve 

that he will be well disposed to follow the program outlined. 

views ^ present at the hearino on the 16th to express her 

S^v^^sMp*^ <2e8lres as a major creditor as to the proceedinos of this 

claims ^ ^ recommend that on all settled and approved 

claims otter than those of the family, a cash distribution of not less tSn 
o of the approved claims be made no later than T^ugust 15, 1969. 


Very truly yours. 


TredericJ: Tilney 

PT/dt 

cc: Robert C. Penisch, Eso. 

B. Bernard Greidinger fi Co. 
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LIABILIT1B8 OF TILITET 6 WIPAWY AS OF JULY 14. 1969 

with reference to certain personal liabil¬ 
ities of Frederick -Illney on rrtilch claims 
have been or could be filed against tlie 
ilecelvershlp. 


The various claims are divided Into ten Schedules, 
lettered A through J. Schedules A, B, and H cover 
currently filed claims and Indicate the face amount of 
the claims as treii as tha amount that should be allowed. 
Schedules C, D, E, F, G, and I cover outstanding liabil¬ 
ities on vfalch claims have not been received. Schedule 
J Includes the estimated costa of adnlnlatratlon. 


Liabilities 


^ace Amounts To 3e Allowed 


Cuatoiaers Claims Filed to 7-14-C9 $ 

Coomerclal Claims Filed 

Claims against F. Tllney personally 


180,364.61 

6 5.532.45 

245,696.06 

13.166.91 

259,062.97 


$ 160,948.73 
38.690.39 
199,639.U 
12 - 868.41 
212,307.53 



J 



?er Groidlnxar 

Customers Claims Hot Filed 

$ 10,892.27 

Family Accounts 

28,279.69 

Due Brokers 

3,104.91 

Limited Partners Interest 

2,500.00 

Commercial Accounts 

5,515.40 

Claims against F. Tllney personally 

7.645.64 


57,937.91 

Expenses of administration 

$ 64,135.00 


To Be Alloyed 
$ 7,666.28 

121,420.60 

2,500.00 

3,209.62 

2.506.91 

137,303.31 


$ 49,810.00 
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GUSTO'lERS OP TILNEY & COUPAIT 

ciAPs ?j:cgived 


SCHE-yPLE A 


No, Date 
ClnlB '»ec»d 


2 12-27-68 TC-50 
4 12-31-63 TC-111 


5 

12-31-6 

7 

1-2-69 

8 

1-2-69 

11 

1-3-69 

12 

1-6-69 

13 

1—6—69 

17 

1-7-69 

18 

1-7-69 

19 

1-7-69 

20 

1-7-69 

21 

1-7-69 

22 

1-7-69 

24 

1-7-69 

25 

1-7-69 

28 

1-8-69 

29 

1-13-69 

30 

1-13-69 

31 

1-13-69 

33 

1-13-69 

35 

1-13-69 

37 

1-16-69 

38 

1-16-69 

39 

1-21-69 

40 

1-21-69 

41 

1-21-69 

42 

1-21-69 

44 

1-21-69 

45 

1-21-69 

47 

1-21-69 

48 

1-21-69 

49 

1-21-69 

50 

1-22-69 

51 

1-22-69 

52 

1-27-69 

53 

1-27-69 

54 

1-27-69 

55 

1-27-69 

56 

1-27-69 

57 

1-27-69 

58 

1-23-69 

59 

1-28-69 

60 

1-29-69 

61 

1-29-69 

62 

1-29-69 

63 

1-30-69 

64 

2-3-69 

65 

2-3-69 

67 

2-5-69 

68 

2-5-69 


: TC-lOO 

TC-15 
TC-38 
TC-59 
TC-96 
TC-lOl 
TC-29 
TC-21 
TC-n 
TC-11 
TC-39 
TC-22 
TC-64 
TC-40 
TC-118 
TC-46 
TC-66 
TC-79 
TC-3 
TC-31 
TC-35 
TC-3 
TC-41 
TC-17 
TC-42 
TC-3e 
TC-19 
TC-102 
TC-91 
TC-93 
TC-92 
TO 12 3 
TC-122 
TC-105 
TOIO*^ 
TC-126 
TC-123 
TC-9 
TC-127 
TOK' 
T027 
TC-53 
TC-124 
TC-87 
TC-fl5 
TC-63 
TO130 
TO50 
TO 109 


Cu 55 toner 

Ar>ount 

Clalned 

To Be 
Allowed 

Jornns 6 Ed^rerd lollier 

$ 2,642.00 

$ 2,642.00 

Clcn & Sus 2 n J. Tallay 

21,130.99 

15,631.75 

Jose Eoriinr 

652.50 

652.50 

’Jorst Jcltter 

496.29 

496.29 

Clcll & 'Illdroi Prci’ltt 

6,750.00 

5,273.00 

10’,1C1.15 

Cene Lanzarc 

10,181.15 

”achel V, ’'ob’rtoon 

668.94 

665.94 

Prances & Alfred B. ’loney 

820.00 

800.00 

"alter L, Clark 

102.40 

102.40 

Ployd U, .3oyst»r 

4.603.26 

-0- 

ACF rilchael Bennett 

1,030.01 

1,030.01 

Albert Edrr^rd 6 b* Bannett 

1,132.00 

1,132.00 

Prank R. A *!arlfe J, ^oley 

2,%6.75 

2,066.75 

Ceorge c, Broolcs 

1,230.85 

1,230.85 

Thoeias I!arshall Jr, 

2,531.25 

2,531.25 

I'ennath Fox 

1,687.25 

1,687.25 

Faye E, & 'Jancy Troy 

504.00 

504.00 

Charles A Lucille Jardenbrook 

2,587.50 

2,097,00 

Lt, Col, Theodore J, ''clners 

2,403.50 

2,403.50 

Torrls H, J, Crlcan L. ‘’elson 

375.00 

375.00 

Allan ", Alvin 

1,994.88 

1,994.88 

rdtrard S Phoebe Te^'burv 

828.25 

328.25 

"alph P, ^eVilbiss 

3,780.25 

3,730.25 

Janes 4 Itathlccn Eallstrerl 

017.13 

317.13 

Cleirent A Joanne Cill 

891.38 

891.38 

John Blsho? 

1,154.10 

1,154.10 

Jarea J, '"ood'fallo’f 

461.00 

461.00 

Palner Peterson 

190.00 

190.AO 

Charles '7. 'Jooher, Jr. 

1,532.00 

1,532.00 

Kenneth L F.uth 2, ’'ountree 

1,267.75 

1,267.75 

•Gillian A Kit.aleen Fadontz 

3,281.94 

3,281.94 

Jean *1, Rlctze 

3.954.75 

2,953.M 

Daniel 'J, Pletzo 

3,521.15 

3,499.00 

Cerald A Jacqueline ’7atUlns 

1,010.50 

1,010.50 

Harold A Beryl Waltiiers 

10,104.94 

10,104.34 

Harry Fchltiy 

1,133.00 

1,133.00 

Joseph A Cynthia Steiner 

905.50 

905.53 

P.olmd A Ellen 7iHllequcr 

900.00 

900.00 

Jerry L, 'Jinn 

6,001.50 

6,001.50 

John A Carol Banta 

1,972.83 

1,972.88 

•Jerle R, nniar>s 

1,341.25 

1,312.50 

Lawrence Saunders 

1,550.69 

1,550.69 

Jares A Betty Carar’an 

1,281.16 

-0- 

*7111189 A Bobbl lluhjard 

4,010.25 

4,010.25 

'71111an A Ida '7elraar 

574.75 

574.75 

Diner A Sharon Potter 

1,161.13 

1,161.13 

A.i^es '1, Pallk 

473.25 

473.25 

Jpnea A '•aria *'alone 

370.80 

370.50 

John Kethcls 

2,548.75 

2,548.75 

Ed\7ard A Joanna '.lolllcr 

2,642,00 

-0- 

*^ltalls A Valtriud Svezas 

1,043.16 

1,048.16 
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CUSTO'ERS 

OF TILIITY & COMPANY 


■ 


CIAI’!S R3CEIV5D 



■ 

No. 

Date 



Amount 

To Be 

Claim Rec'd 


Customer 

Claimed 

Allowed 

69 

2-6-69 

TC-129 

August ^Toeltz $ 

2,207.00 

$ 2,237.00 

72 

2-19-69 

TC-89 

Charles & Luella Pu^h 

5,645.00 

4,560.00 

73 

2-19-69 

TC-82 

David C. Horton 

100.75 

40.44 

74 

2-19-69 

XC-14 

Edward & Ellen Beyers 

569.50 

569.50 

75 

2-19-69 

TC-31 

Edward S Phoebe Eewbury 

1,050.00 

-0- 

76 

2-28-69 

TC-94 

Billy & Jeannette Ritss 

425.25 

425.25 

77 

2-28-69 

TC-95 

A/C/F Angelo Riixs 

912.50 

888,00 


3-3-69 


letter from Cene Lanzaro 

— 


79* 

3r7-69 

TC-2 

Earl & Eva Allen 

1,190,67 

1,190.67 

80 

3-7-69 

TC-24 

Laveme & Thel”)a Buller 

200.25 

206.25 

82 

3-11-69 

TC-30 

Andrew/ ERer 

638.25 

638.25 

85 

3-24-69 

TC-30 

Ralph Clukcy 

747.00 

747.00 

86 

3-27-69 

TC-90 

Barbara Putnam 

112.53 

112.50 

87 

3-27-69 

TC-55 

Clarence Jeffers 

17,674.00 

17,674.00 

89 

3-28-69 

TC-57 

Lk S. Kurtz, Jr. 

713.50 

713.50 

91 

3-28-69 

TC-69 

Royce Ann ’torpan 

1,001.66 

1,001.66 

92 

3-28-69 

TC-69 

Royce A Ann Morgan 

985.93 

985.93 

93 

3-28-69 

TC-73 

A/C/F Royce Tc-mley ''organ 

308.33 

308.33 

94 

3-28-69 

TC-70 

A/C/F Philip ’lor'raa 

308.33 

308.33 

95 

3-28-69 

TC-72 

A/C/F Peggy !Morgan 

303.33 

308.33 

96 

3-28-69 

TC-71 

A/C/F ’lar^' Ann Morgan 

303.33 

308.33 

97 

4-9-69 

TC-59 

Cene Lanzaro 

10,181.15 

10,181.15 

93 


TC-43 

Francis & Fidelis Grant 

1,985.26 

1,945.00 

101 


TC-36 

Tomy L. Dome 

113.00 

113.00 

103 


* TC-44 

Alfred & Patricia Gronnestad 

583.75 

583.75 

104 


TC-78 

Donald Mash 

1,398.75 

1,398.75 

lOS 


TC-77 

Diene Nash 

2,765.00 

2,765.00 

106 


TC-110 

A/C/F Danny Striderski 

989.25 

■ 989.25 

108 


TC-31 

Jerry Coleman _ 

494.64 

494.64 


tio. Date 
Clalta Rac'd 




Name 


.^inouut 

Clained 


1 

12-26-68 


Blue List Publishing Co. 

370.44 

9 

1-2-69 

TCX-;6 

Cadwalader '.'Ickcrsham & Taft 

14,935.69 

10 

1-3-69 

TCX-4 

Louis D. Blum & Co. 

12,272.f'3 

32 

1-13-69 

TCX-5 

Bridge Auto Service 

495.74 

36 

1-16-69 

TCX-19 

Remington Rand 

28C.23 

•43 

1-21-69 

TCX-9 

Alaska Communication A.F. 

10,956.07 

46,< 

1-21-69 

TCX-7 

Chase Office Supplies 

97.31 

78 

3-3-69 

TCX-22 

Dun & Bradstreet 

150.00 

81 

3-11-69 

TCX-23 

Internal Revenue 

3,735.38 

90 

3-28-69 

TCX-1 

American Tel. & Tel. 

3,765.38 

99 


TCX-10 

First National City Bank 

10,698.49 

102 


TCX-13 

Irving Trust 

7,366,63 

107 



N.Y. Dept. Labor.Unemployment 

450.06 


SCHED'JLS B 
To Be 
Allowed 

M0M a 

5,030.00 * 
5,000.00 * 
299.05 * 
238.23 
5,000.00 ** 
80.19 * 
150.00 
2,600.00 
2,207.80 
10,698.49 
7,366.63 
- 3 - 


- 2 - 


J65^532j^ 
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SCHEDULE C 



CDSTOIIERS OF TILNET & COMPANY 
_ cure HOT riECEIVED AS QP 7/14/fiQ 

T4Co 


AS£lf. 

JL Customer 

<> 

Andreis 

5 

Archer 

6 

Archer, G 4 J 

10 

3elmont 

13 

Bettis 

16 

Bills 

IB 

Blssell ' 

20 

Botnaan 

23 

Brovn 

25 

Caffrey 

26 

Car;;>bell 

28 

Chinn 

32 

Covan 

33 

Dedrlch 

32 

DeGamo 

37 

Edvards 

A5 

3all 

48 

telle 


47 

Ftendrlckson for Barbara 

47A 

Hendrickson, Lucille 

51 

Horton 

52 

Horton, Cust, 

54 

Janovltz 

56 

Koenig 

58 

LaCaze 

60 

Lauster 

61 

Luca 

62 

'lacDonald 

65 

’lay turn 

67 

lieyers 

6B 

!ionroe 


Molitor 

74 

Mortensen 

76 

!*U8lck 

BO 

Nelson, 4 L 

83 

0’Brian 

84 

Pace 

97 

Ilodgers 

9C 

Roatman 

98A 

Roetnan 

99 

Roatoan as custodian 

103 

Sassara 

106 

Smith, Jerry P, 

107 

Smith, liFm. 4 Thotus 

117 

Tingcang 

112 

Teeuven 


B. Greldlnger 
Figurds. 12/17/67 

Established Claims 
to be Allov/ed 

$ 31.65 

' $ 0.98 

180.03 

135.00 

234.81 

150.00 

19.50 

19.50 

14. 

14.00 • 

172.50 

112.00 

.30 

.ro 

2.50 

2.50 

20.00 

28;60 

656.13 

656.13 

509.25 

509.25 

2.50 

2.50 

7.80 

7.80 

54.19 

54.19 

679.00 

-()» *a 

669.74 

669.74 

298.00 


30.00 

30.00 

3.00 

3.00 

6.00 

6.00 

641.50 

273.00 

625.00 

312.00- 

3.75 

3.75 

450.00 

450.00 • * 

1.00 

1.00 - 

3.00 

3.00 

3.25 

3.25 

6.25 

6.25 

354.00 

354.00 

6.00 

6.00 

12.00 

12.00 

1.75 

1.75 

993.45 

903.45 

4.68 

4.68 

13.50 

13.50 

5.00 

5.00 ' 

63.75 

68.75 

46.00 

-0- 

126.70 

126.70 

656.13 

656,13 

126.70 

126.70 

1,298.88 

-0- * 

2.25 

2.25 

2.50 

2.50 

8.75 

3.75 

462.00 

462.00 ' 


3 
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SCHEDULE C (contM.) 

CUSTOriERS OF TILMEY & COUPAJJY 

CLAlilS HOT, RECSIVCD AS OF 7/14/69 


T & Co. 
Acet. Vo. 

Customer 

D. Crcldlnf'er 
Figures. 12/17/67 

Establls^.d* dale 
to be'^lloi^ed 

119 

Van Syl.eren 

$ 1,257.25 

$ 

1,257.25 

120 

' Wall'.er 

10.63 


10.63 

121 

Walters 

97.50 


. . 97.5JI. 

125 

Welsh 

3,50 


3.50 



$ 10,392.27 

$ 

7,666.28 


* To be offset by larger debt due to F. Tilney. 

** Securities bought but not paid for and never delivered, 0/9/67. 

SCiEDULE D 

FAiriLY ACCOUl'TS OF THE CEHSHAL FARTHER 


113 

Est. of Camilla Tilney 

680.00 

680.00 

114 

Dorothy C. Tilney 

5,945.82 

16,756.07 * 

115 

Frederick Tilney, Jr. 

5,992.05 

13,360.75 * 

116 

Kathleen G. Tilney 

15,661.82 

35,623.78 * 


Dorothy M. Tilney 

— 

55.000.00 ** 



v23,27v.69 

$121,420.60 

ft 

llarket value as of April 1, 

1969. Dividends 

and 


accrued Interest not added 

after that date. 


ftft 

Liability on joint note contributed directly 

to 


Tilney S Company plus Interest; not a portion of 
Halted partner's capital account. 


SCHEDULE E 

Due brokers 

3. Grcldltigtr (> Co. 

5/31/CC_ 


Francis 1. duPont & Co. $3,104,91 


This account »;lll be entirely covered by 25 shares of Pan Aaerlcan 
World Airways due Tilney & Company by Lel’.oy iolen of Anchoraee 
and by monies taken improperly by Herbert L. nice of Anchorage. 

A claim has been asserted a<'ainst Tilney 4 Company's surety bond 
in this matter If collection cannot be made from the other two 
sources. Francis I. duPont nay also have a liability in this 
matter. l!o claim can be asserted against the receivership in 
any case. 

SCHEDULE F 

Due Limited Partner 

Dorothy !1. Tilney, as United partner $2,500.00 principal amount. 

-4- 
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Acct. !7o 

TCX-2 

TCX-3 

TCX-8 

TCX-11 

TCX-12 
TCX-14 
TCX-15 
TCX-16 
TCX-17 
TCX-18 
TCS-20 
TCX-21 


( 1 ) 

( 2 ) 

(3) 


(A) 

(5) 

( 6 ) 
(7) 


SCHEDULE 9 


Coomerclal Clalras not received 
a« of July 14. _ 


Natae 


Per 


City of Anchorage 
Appeal Printing Co, 

City Comnerce Corp. 

Frlden, Inc, 

Daytiners 

Gustave Plelttz, Inc. 

L.I. Coomerclal Rcvicu 
Tloody's 

National Quotation Bureau 
Nordao Cleaning Contractor!^ 
Prudden's Digest 
Standard & Poor's 
Xerox Corp. 

First National City Bank 
Reiaington Rand 
’Jail Street Journal 
’Jeslcy Associates 
Journal of Cocmerce 
’ierrlll. Lynch 


a Greldlnger 

To Ee 
Allo^»ed 


$ 32.2S 


(1) 

26.25 


(2) 

135.52 

—- 

(3) 

12.34 

12.34 


9.6r* 

— 

(4) 

53.55 

53.55 


2,532.44 

2,207.80 

(5) 

497.70 

— 

(6) 

607.95 


(6) 

120.CO 

120.00 

50.00 

-- 

(6) 

20.10 

— • 

(6) 

1,222,46 

800.00 

(7) 

4.70 

4.70 

11.23 

11.23 


26.00 


(6) 

116.52 

~ 

(6) 

32.00 

— 

(6) 

4.70 

— 

(2) 

$5.515.40 



No subsequent bills have been received in this natter 


This Itea cannot be identified ns a liability of Tilney 4 Conpany. 

Connerce have been liquidated by the 

of that^organlzItlo^’Jh""^^ interest payrent on the Debentures 

property of Tilney & Conpany. A 

by rejected 


Obligation of another, not Tilney L Cof.^pany. 

Claim reduced* to face amount without Interest. 

Publication, that vlU not ,rea, claln, or have -alvcd sane. 

Ji:dic*^ate°d” «tn. 
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Schedule H 


FREDERIC 


Claln Date 


LNSY - PERSONAL ClAV'S REClilVED 


No. 

Rac'd 


Nase 

3 

12-31-68 

PT-33 

A, Vlrablto 

6 

12-31-68 

FT-37 

Our Hobby Itarlcct 

14 

1-6-69 

FT-20 

Dra. Harer 6 Cooper 

15 

1-7-69 

FT-11 

Village of Centre Island 

16 

1-7-69 

FT-21 

Highland Farns 

23 

1-7-69 

FT-17 

Doubleday Book Shops 

26 



Hall i Casey 

27 



Levrls Fuel (h’n. Kane) 

34 

1-13-69 

FT-49 

E, P. Hyde (Tiffany) 

66 

2-3-69 


Tlnl'.er Bank 

70 

2-18-69 

FT-23 

Hotlne Bros. 

71 

2-18-69 

FT-48 

Shore Laundries 

83 

3-18-69 

Fr-4 

Bayvllle Hardware 

84 

3-24-69 

PT-47A 

State Tax Cotnnisslon 

100 


FT-51 

Irene Hayes (Hadley 4 Snyth) 

109 



Dr. Mara 


Aaount Clalriid 
& To 3e Allowed 

$ 2,270.9G 
6,558.43 

35.50 
93.17 

279.57 

65.50 
670.30 

1,129.'>3 

169.32 

To Be Withdrawn 
327.42 
70.64 
126.97 
207.11 
81.55 
1.080.74 
$13,166.91 


(1) Bills Incurred after 12"17~67 
Less: Doubleday 0 55.00 

Dr. Rarer 20,50 

A. ’'Irablto 46.57 

Hyde (Tiffany) 169._32. 


12,875.52 


(2) Protest 

Less; State Tax ConriiBalon 


:iET DUE 


207.11 

$12,668.41 


(3) Dr. :t 3 ra *8 bill 

Mrs. Tllney has paid $435.74 of 
this aoount and will claln It. 


-0- 
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nC»EDUL!: T 


Obligations of Fredarick Tilney as of the 
Opening of Business 12/1B/67 for which 
Clains have not been Submitted_ 


rSrs. Dorothy It. Tilney has paid a nu’nber of these Itens and um 

on a consolidated clain fom for the total amount Sis Jist is 

risnd\harhS;e^bL''^°®d 1969. All items oreviolsly 

listed that have been reduced to claims are eliminated. 


Bt Altman 
Bayville Limousine 
Bergdorf Goodman 
Bomrit Teller 
Dr. Boyd 

2. Brooks Insurance 
Conmmity Hospital 
Coombs & Oliver 
Country Lady 
Court Press 
Dr. Miner Hill. 

Don Jarvis 
L.I. Lighting 
Lord & Taylor 
Merdon Carpet 
’teyerwltz 

Miller, Itontsomery & Cpauldln<» 
Ilobmans 

Oyster Bay Class ’’orks 
Park Zast Fish Market 
Pyrofax Gas 
Zazzano Shoes 
Ren!:en Dairy 
St. /jithony Club 
Seawanhaka Yacht Club 
Smith Jewelers » 

Snouders Dru'' Store 
Village Cleaners 
■?atson S 'Clinge 


Due 12/18/67 

Paid Prior to 


7/14/69 by 


Dorothy *1. Tilney 

*5 49.98 

$ 49.98 

15.00 

15.00 

30.60 

30.60 

lf.0.47 

«»w 

30.00 


95.50 

95.50 

16.25 

16.25 

107.15 


57.53 

57.53 

468.74 A 


91,00 

91.00 

200.00 

203.00 

93.94 

93.94 

118.83 

110.83 

260.10 

260.10 

107.50 


4,616.09 * 

_ 

11.91 

11.91 

2.04 

2.04 

77.50 


27.58 

27.58 

11.03 

11.08 

21.24 

21.24 

94.50 


258.96 

258.96 

28.56 

23.56 

190.79 

100.00 

394.35 


18.45 

18.45 


* ‘ Spauldia- .,.re retained to dotend 

^ charge, they were exonerated 
nd the case dismissed. The event occurred in \'ay of 1966 
Subsequently Mr. and ''rs. Tilney sued the Trains^n^ui?o^ 
the tauaa o£ the Incident, and the L.!."!,!”!??” , 
caae against the Union i-an lost nlthough token to tie Court 

- 7 - 
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App«ll«ta.Division of the Supreme Court) where the case was 
again lost* The action against the railroad Is still pending 
and It Is anticipated that ore-trial hearings already held will 
be conplcted with docuncntatlon prior to trial. 

Miller) Montgomery & Spaullng have kindly deferred filing a claim 
which would be of necessity a Joint claim against 'hr. and Mrs. Tllney. 
Since the receivership can be closed speedily) Tllller) Ilontgomery 
& Spaullng t'ould probably agree not to flic a claim against the 
receiver* On this basis) the total claims that could be filed 
against !ir. Tllney personally are United to $2,560.81 of which 
!lrs. Tllney has paid $ 1)503.55. 

The Court Press represents printing In this matter and has been 
paid by Miller) liontgomery 6 Spaulding. 

This litigation has extended over a period of thj;ee years and 
some additional costs have been Incurred since the date of the 
receivership. 
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ESTEIATBD SXPEilSES OF ADMINISTRATIO*; - 18 1/2 'lOrJTUS 


SCHEDULi: J 


Funds advanced by Kathleen G. Tilney 
Funds advanced by Dorothy C. Tilney 
Louis D. 31uq & Conpany 
Frederick tilney, out of pocket expenses 
Dorothy M. Tilney, out of pocket expenses 
3. Bernard Greldlnver & Co. 

'/agner, Qullllnan & Tenant, Esqs. 

Joseph C, ’logan. Esc, 

I. Alan Harris, Esq. 

Burr, Pease & Kurtz 
!Ilscellaneous fees, etc. 


$ 435.00 

1,200,00 
5,825.00 
950.00 
475.00 
15,500.00 
16,000.00 
10,000.00 
12,000.00 
250.00 
500.00 


To Be All<n;ed 

$ 435.00 

1,200.00 
4,500.00 
950.00 
475.00 
15,500.00 
16,000.00 
10,000.00 


250.00 

500.00 


$64,135.00 


$49,810.00 







STPiTF.-. X>J’T.U’aiC*;? COTtr,?; 

3CWC?SaBRN DIS'.’!RT.Cr Oif* I'i!!!; V05:”: 




3ISCUJ.UTIK55 & cxi&K' ss: t 


Pinir.fciff. 


57 Civ. 


Tiunsv & COMPLY and 
PiiatOiiaCK TIIUBY^ 


ireodarit:) ^ 


July 160 3939 , 
11.-J.70 A.Z4. 


H^ifc x‘« s 


jJtoo* David tlo Edela^oln, 

Diotrict •YadgOo 


APi*FAPi^»CESt 

% 

FBABKLIH OBKSTEK, £SQ.<, 

At<:onu<y« Safcuritioi': & J^xchange Oonntiaalon., 

CADHAIADBa, WIGKIliSHAM & TftTC, ESQS,, 

Attorneya for 

Taraooe P* Gilhoany,, Ccf ,, of t^'Danjeo. .. 

MAGTBR, CrciLLIKAri Be «i 8 Cv«^ 

A(:tomriya for rsc.'ji.v^cfi., 

Robo^ G. Becisch^ Set;;** atni. 

Robert F, T?r*goere Pi-sq. ^ of Coua^e.U 
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aoMTf^Ri^ distsk:^ or?jT' 







fiD-/C«RD J«, OOBBIXOLE; --SSQoe 

Attorf ey for ?3a>:;.r.c 
iautior<Hl Batik „ 

Co ItXSAa. ESQ. 

I. ALAN HARRIS* fiSOne 
Roaeivore., 

AL6<3 fRBSEKtl'j 

Mr. ?r«dkur.lc3r Ti.looy 
Mroo Dorothy ffilne,- 
Mr^ Bd SAn*ard GroldJLoc fir 
Hr. Jerry h, Klain 
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[47] 

-- > v-,; ., - • .... - ^ .. 

■ "’ - . .V . ^ f 

S/atita .?5.; :,1 - ,;.. .• ,. f ' 

rsnjonsc cu^ vw.>r 

sag jeatina .;., „ ;;u.^;.5^ 


cm* cft. 


?7iiS r *1 '*1 .;. (• ,.- .--v.^ 

.. i-'-y ..r,'..i.“ 

favor^ibiy or tna- c lu-c tao.c^hM nba::t it. 

1 t-i.\n.i .Tstorc ^'3 Ceil. o:czX':':\.. ,».rt f.:pc 3 !: prico 
ve '^o:3i^ havn t<. «^vc: ar.rc ■ fchttt 14r, 

EtuiJ.av a:ict/o.>: L tr?;<i-r j-:.r jeered rc» talcs the 
stoac .-3 ror the origi.,-- -ricar; unU^o 

va h-id cc«c f.irc:. f.’tc-'Icrfs'.-n^ru: jrj .'^.rcr. the.,', it 
co»e3iveb:ic the!: ;3l:;»ruiG. ^hc <;::„< r ciir fch, 


prx‘ 2 s of .S5t' iinc nofc'.i - 

.r.yx::j 

vr’ hy v'ay ^ 

for -Boro than U^jt, 

t .ja : 


^ * th;s 

oaio ;<a;5 frnifcj.c/s:: ./c •. 

.c'.-.lJ 

.ifcX'}. h'i .“.oftr 

witJl tl'^O ijtOiJc f;vVJ :< 

*^.> 4 .. . .fc’ 

'C 

■^y rut r cheek 

far cho of 


«- • .•. 

I- : hef-^ .-c I a-n 

r->:o;).Ar*<l to :rc.y that 

..V.,. 

C .Zl) 

'.X.X...V ]cr.i'.;t,. t '*»'e»ij.u 


like to have ae «:2 chtio:: tihrit either 

t:ha triuto; ox- :.!,,•. 

&oy o.xJ..S.:.a:,v ..: ,;,^ o.ou t.v. Do 

you 'j[Rfl«j:«t&::r; v;!;ar. v nvrtev 

OP..:S?icr.i .'. £-it} t’;? court 'a ).‘aarei?itjg* 
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gwh (48) 

However, I did add this other proviso or thought, 

and that was that — this of course would have 

to be aftreeable to all the parties and it would 

have to be agreeable to Mr. Studley — that we 

auction the shares and if we do not get the price 

then we do not rescind, there would be no rescission, 

because rescission is s specific legsl term hsvlng 

a specific Msning, but I don't think that the 

best Interests of the estate and without sounding 

presumptuous ~ I don't think the Court necessarily 

wants rescission qua rescission but some way we 

can establish that we had complete fairness here, and 

I think this would show complete fairness and 

St the sasie tlsie we would not diminish the value 

which would come into the estate and it would not 

therefore be necessary to receive a firm coimnitment 

from the man with whom Mr. Hogan dealt at Blyth 

or the man to whom Mr. Harris had sold the stock. 

MR. HOCANt Perhaps Mt . Harris could 

get an amendment that he would agree to. 

MR. HARRIS: Your Honor, If you recall 

the hearing the last tlitte, the desire was to, 
short of long, elaborate proceedings, obtain the stock 
back for the estate. You yourself todav indicated 


SOUTHLRN DISTRICT COURT RKPORTF.RS 
United States Court House 

(Retyped for Clarity) 
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Z am referring now to the rocej.Tara” appraiseJ. 
and the appraisal of Karine Ki<-lland. 


4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
» 
23 
ai 
8 


MRe ORHST^jRt Right. 

KRt EBiISG3R» Those tw ap^ix'alsals 
do not cover the seme property. The appraisal 
Marine Midland which was attl:i»;ltted, eed «^ich 
will'be the shbject of e propose! by Mr, <3ttBnigi«« 
oovers the property known as Sandowa, the residence, 
pins the three adjacent lots. Car appraisal 
is only of the property kno*4n as Sondown. exclasive 
of the three adjacent lots. 

IH* oomTt Perhape it wUl help yoa 
^ refreeh yonr recollection eboat current « 

*W*a^^al» We bed had an earlier 
from Nr. Brady. i wus dissatisfied with that 
appraisal because it %#as conclusory. i didn't know ^ 
^t theory end «^at fonaola he utilised in reaching \ 
hio appraisi You know in the field of oondeanetion j 
there are different fortonlae which apply. i was j 

insistent that ws get an 3;;>prai8sl from Mr. Brs4y 

which woold dolineate and finally set oat how he 
arrived at his oonolasions. 

MR. OIQfSYBHt In light of What Nr.' 

Beoisoh baa said, z would wait for Mr. Oennigle to 

f 
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•iSia laot has fco do vi.\:h ftha roc?oiv«r 0 hii> 


that ls< tha adii1ai»t?at:f.oo a:cpanMa8 


and thavafora it ia not poHaible to atata with 


but* year Bonor, it weald saan to taa 


(3 liava to WDxk with an aoknown wa %flll be ondaly 


Midland wbarain they would taka tiia proper^ id 


ralaaaa of thair claim and than find at a slightly 


X bacaaag of a oartain amount whidb was ohargad 
21 to adaialstratiws axpacsas* wa' would and up in 


So z %#ill 


S9JTHERH DiSTSr" r/vj^T R€PORTeRS 





2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 
19 

ao 

21 

22 

23 

ai 



bocauee I Uiink the saoro figuros we ha^-a the 

bettor abl<^ wa will bf. tc- aiaJ:e Sccision:?: ae to 
each of the Indlvidua}, matters porhaps 'it^lnd 
Op the eetate. I doii“t want to proaj them 
heatily or utafairly, but I thiijJc that vocld coaia to 
to be ae essentia}, f Igu re soon* 

THE CXX7RT: I dOR^t think an interim 
statOKMBnt would be out of order* Do you? 

MR., HOQIVHj no„ We have discussed it* 


Mr* Harris and Z have diacusoed it recently, 
and I think we axe in a position where we conld 
snbnit ao interin statament* i discussed it 
with MX, Benisch end also or. Greldlngar. 

TOE COURTI 1 would also snggast for the 
pojrposoa of the Court and tha SHC that when you 
ludce thnt interim rendering you follow soma of 
tha daoisiona In that ama idhieh hava been fairly 
hmoarona in the last few years, and that might 
givm^yoo soma guidalines and clues about hoM to 
go abon^ it in atroctnrlng add sotting qp tha fiaaa 
yon wonld claim on an interim basis and wtmld 
also astnbXiah sons gnidelines of what wa cap 
axpaot in the future, we have had any nahkar of 
daoiaiona both on tha Oonrt of Appaala i aiiml and 
SOinrHERN DISTRICT COURT KEPCmftiS 293 



2 $ 








[711 


2 o«rtnln3.y in tha DlsftritMi-, ejMx cxtun --r tiv^ 

3 j«riffl<ii3tioi-»> t n.xr^K the r>taiidardR 

^ profety clMir -iod ly» Cia t fow agree *.s';».<:h ifji? 

5 MR« OHMiSTBW? 'i^h/ava !» eju eorfc'iiaiy/ 

6 if oot Always io an ec^aity t;aaac i;{sc:u in. bankxr ipf-cy 


7 SMISCl; 


5»E CODi^T: Tiiorn c” ceuxse if iho SiSC 


9 has any cbjsctiott they vriil i.cidiccii^ thai-c t^hjoction. 
>0 Thsir pri.nct disfcyp aa x hova Ahatecl vas^ry c£tc.n 

11 and rapsatsdly. is to protect .public, Aiicl it, thie 

12 oass the croditorsn 

13 

Ma„ BEMISCK.* lour Jlfcnot% how ojctonniva 
a stCitaoMmt la the Court Ico.cj.ng f-or in tovreo ui’ 

15 baede up, hours, or what have you, uainy tho gui.dclico^ 

16 of tbs cass law? 

*®® CWTlir: If yc« \tc\ild follov the 

18 goldelios it will toll you prtitty uuch how extsnsivo 

19 it has to bs, bc<5Puse at »thic! point X v.T&ald eoqpoct 
» your sstiMte to b« iairiy rxievatfc. 

2! MR, »E»lScaj /our.’ fioijcr^ this would 

2 b. cotwldsroc! practically up apt^licatlop iptarla 
23 allowancsa? 

^ THE OORTTST* Y©«^ i'.j<?e€»d„ I tliifik it might 

» bs just as formal as that at this point. 


^ntERN DSTSICr roi>>T RtPvWVFP^ 
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ivK. BLlViiSQB.i 




3 portion? 


^ iirt„ --crr ov r- 

5 want to ... , o . 

, -RSC be on 

^ for .intuit, aU,^«„c,V. ,, .ppx.i.^,lca 

^ ita.!,, bat , ai.* j., , ,. ^ 

* Court in thio .setter Jor ai, artitrate ar vva3.;.. o:c 
’ o».ruli «c,.»r.Bei. raaJ.i.;5.M,;,. ...art,-;.* ifc-.g. .aau't 
*0 hm a});5o3l nUoiy .ixo<S 

J. ^Jniii,, jr -..re foit.)a 21 y 

■2 ona bar. an arpiieetiur. lAi-.u a-aiarely o« 

th« ,..bio for tl,e sw: to rovj.., .- .-oi tte unaorlyitg 
aaf ana hew the were -errivta at. .u.crht 

have a laear.lngrui atecaecirr at tiiat tine. 

»s», oEiiirat .fjif i, Hcio j Ls 0 ii«. 

” IB® oou/a-.: v,„, ...v„u J ycoeoefl ...rjtty 

<3 Mocii along tht' liija^i u w.^v i,. ♦■►r <• 

... ^ n-jj;o io fci-Q. Surrogata'n 

Coart, ian^fc tliat *o? 

‘■’° iJKrvSfH, or 5 ca:trt.p--cy.. 

‘'XtTW*', a«!: yoM .;ii» £i.n^ ^c^ry nany 

» daciriona, Z.^onet ,H5.nh is ;-.„«,oeoat but 

a one deeision wa, vory «nc.. my :r.c« v;o h^d*. cxtonoi.fe 
24 hoaring« and that la - . di.rioulty 

« proaoancing tha Sbrwsgian or iiwedirh n^one but 


•H*tITf rE»/?i C’«T”K"'' f.T'’?/?■*' 
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UUITEO STATES DISTRICT COURT 
SOUTHERN DISTRICT OF injW YORK 

SECURITIP^ AND EXCHANGE COMMISSION, 
Plaintiff, 
-agaiiiflt- 


TILNBY & COMPANY 
FREDERICK TITJJEY 


Dofondanta. 


67 Civil Action 
I File No. 4676 

I ORDER MODIFYING 
' CONSENT JUDOHE.Tr 
f OF PElW.mOT IN¬ 
JUNCTION AND CONSENT 
k TO APPOINTMENT OF 
A RECEIVER 

I 

-X 


AT NEW YORK, IN TIJJ SAID DISTRICT THIS/o^AY OF JULY, 196Sl 
An of for Itoving been made by 1. Alan Harris at 
a hearing before this Court on Juno 26, 1969 to withdraw 
as a co-rocelvor heroin and the United Statea Securities 
and E>xhange Conwilssion. Fianklin Ormsten, of Counsel, 

Joseph C. Hogan, co-rcccivor, Wagner, Ouilllnan 6 Tennant, 
Robert o. Benlach, of counsel, attorneys for the receivers, 
and Frederick Tilncy appearing personally and bj’ Caclwaladar, 
Wickeraham & Taft, Terence F. Gilhoany, of counsel, having 
been present and raised no objection to the acceptance of such 
offer to withdraw, and it appearing that the acceptance of 
such offer is in the best interest of the receivership 
estate herein, it Is 

ORDERED, that the offer of 1. Alan Harris to with¬ 
draw as co-rocaivor herein bo and the sama hereby la acceptedi 
and it is further 

CADERED, that Joaoph C, Kogan be and he hereby is 
designated sole receiver of all asaots and property of, be¬ 
longing to, or in the posaession, custody or control of tho 

1. 
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I I 

, defendant. Tllney & Company and the defendant. Frederick , ] 

I Tllney indivld«al1[;. for^f 

I dlr«:tions contained in the Con.ont Judgment of thie Court ' 

• dated December 18, 1967. and it la further j 

j ORDERED, that, except aa modified hereby, the ! 

terma and provlalona of the Conaent Judgment of thia Court ' 

dated December 18. 1967 entered in thia proceeding .hall ! 

remain in full force and effect. | 


|i Dated! New York. N. y. 


A/ P;',,/ 


N ■ r. Ofzc <; 7 r: , ^J 
u. s. D. J. ' 
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[<JZ] 


4 


5 

■7 ly :.j, xijet. 
ii 


6 

7 

Bef circ: 


3 

Hon» 33avi.(i VI, ’3:lolut<iin, 

L ir;ti: iC'i J*V.!'^C2. 


9 

JPrertcRtt 


iO 


Hr. Om:steu 


II 

Hr, GotmolXy 


Hr, BenifscL 

■ 

12 

Hr. Onnnigla 


Hr, Began 

4 

1 

13 

Ml, Earrls 

J 


Mrs. D, TilRAy 

1 

U 

fitrs. Bo BomaL^I Orcldl^ior 

< 

1 


Mr, Jarr:' ^'■.Xain 

i 

»5 

16 

Hr. Josaph PdgiMy 

1 

Jlr. c. Bruso Pcaracll 

t 

1 
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»2 
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14 

15 
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o bir. Hogitt, atid It <?. 2.V9.i\abiQ 


to the Conrt, in tAich ‘x!: h\y ,5 ; an «fft\Tiafca 
of the 3ia73ilifciee that ha-j€j to >k*j ;<-aia 

lay the receivers of 271, 

oo page 6. ihis incl«.le£. vii..To>?t»K-:o frr t^scpeoses 
of ednloistration. 

COOllli I fuuikly thj.Tik acy 

«»efm purpose ^ould be trky e ciiac^aicn 
of this. 


MRc j to fi&y chis. Sir—• 

•ME COO»/;'» Voc. h«w<? brought this to the 
attention of the re<.-eivcr. z ^ awnre of your 

coneem. i have aii ti» figures end 

I will be engaged wy evv;.,.3,tioiv of these liabilities 
by «hat been t. u.ii by '.ocouotauti 

asad they have coosultad wl>!: you, and obviously 
wa ire not going *o ray ou*. »)»iyfchjng unless 
^ ch.ih!r Chet the liability ;.a .tuLsisttng and 
nhoald bft paid. 

e 

f t the momnt. i vf^nt to know when we 
«• going to liquidate, and oiy target is no 
later than the end of the yea^ that includes 
auctioning off whatever euy b« tiocessary. 

MR. TIiUEYt Correct, sir, Vlt felly 
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aaderstsnd that poaitioft- . ^,ir^•3it 

if Dr, s«reidinger rovi-twiiid ta« ::i9pc>?.i; ti-'V- c ;i(Ktr*i 
to MCo Hogan and whicii l a:<,so .* » i>rc 

Groidingar and sraJce a coiafpatent rov;o>rt to >-h3 
Court on tha stnugaary that have g^von, this 
might claar tha atmoapher®. Zn tiia mcatitiVuifi L 
bBllava tha SEC has asked for a. stateiRent of 
of tho racalvora, and th<iiK co'stwolc acd their 
auditors. I faal that this is the one liability 
rftmai.nlng in limbo* you OLlght eayr and everythiug 
also has been eotabliehod. i balievn today 
was a rotnm date for thcoo reports of foes. 

THE COURT: l'’'X aorsy. 1 don't kno^# tdic 
yon got that notion. Thor'c %fas no rstnm dato 
oafo for thesa foes at all^ «md Z doe't thlnic 
title Ifl & Hattor of concern at the moment^ ^«n 
tlis fooo are indicated ?:horo ui.ll be- as^lo 
utTportunity ci> behalf of those tbivt ar« iatsr<%st<id. 
l;ioluding tho SSC„ to xahe approprlata objootiont 
tod Z cton't thin];, it'serves an^'' useful 
purpose to discuss it now. 

MR. TILSDETfs How. sir. In thic report 
X have presented to Mr. Hogan, and I fee?. Kr.s* 
Tilney and z spemt a grer.t dea:i of tine gathering 
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!t iSJitsSi.'xi'.l ilO^'£ithC j.' «‘.ii. < "■'u .%fs< 1X <:U." f.' 7.S OUi 

j lil'O aad vw ahonld fcs ccji-^ •iJOi'Jfii.ca.outioyi* 

4 'war. COUiPTs X you h--iva b':<3»? t/J.ver 

5 a 'jreat deal of coGBj.dt»i;a.:.i.on.. 

4 Ka» IXviflj&y* r'n.'.v-’.ct,, ule. .«c CO ata'is* 

7 Bovaver, i would like Mi-.. liogan to rfsviri»» fchlr 
3 report with -aa, and with ^jr Sroidingor, go o'^i: it, 

9 oe« what holoc there aro isi it, if aEy„ arid aso 


JO 

!I 

13 

13 


i4 


IS 

i« 

I? 

18 


•9 

2U 


2\ 

72 

2 ? 

2i 

2S 


if ^#e can proeaod aloag thii; rho one 

op*n B-iittar orw ic thic vrAodiagfcoa r.ifcuutiow 
vhlrh is going to bo aoelAcrtiiit! 3 ff on '3<.'tober 6tJi 
and wo have rocoivoo J?5C,.(?0C* ore paying oac 
$50^000 1 , we aspect to ccllect a great deal aora 
than .^SOpOOO when the naic Ja cnnctnnAeied through 
va.rloao and sundry devices^ incLucling aelco, 

COUR'jft I'tot \<.£*iouB end sundry devices^ 
including oPOLoa. juat caio,. £?o variouc 
an<l sundry devices. I’hio t;'.--!: v;lll be coAd at sals. 

filko Of ccarasi. thin d<^fln"t limit 

thii rocovcrles though* So i would lik© to augr^st 
to ;he Court I have a mcotitig v;;.bb Dr, ^roidioger ■ 


and MTo Eogan and Mr. Beuiseh to go over this 
report that 1 have preoented and to get the 
direction and c^raeoent on what should be done to 
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» 2 

about that. 


3 

MR. TILNEY: 

Now, sir, I come back to the 

4 

last point. I would like 

to have a statement of 

5 

the fees of the receivers. 


6 

THE COURT: 

I think that will be provided 

7 

In due time, Mr. Tllney. 


8 

MR. TILNEY: 

Your Honor, we have been 

9 

St this thing now for 18 months — 

10 

THE COURT: 

1 don't want to discuss It 

11 

any further. 


12 

MRS. TIIJIEY: 

Your Honor, Is It possible 

13 

for me to say something? 


14 

MR. TILNEY: 

Yes, It Is, Dorothy. Co ahead. 

15 

THE COURT: 

Surely. 

16 

MRS. TILNEY: 

As I recall last Wednesday, 

17 

perhaps I misunderstood —> 


18 

THE COURT: 

I think you did. 

19 

MRS. TILNEY: 

I believe you said, sir, 

20 

.that they could submit Interim, their l»*terlm 

21 

report and 1 thought that would be due todav. 

22 

You talk about guidellnes-~ 


23 

THE COURT: 

Mrs. Tllnev -- 

24 

MRS. TILHEY 

We are working in the/ 

25 

dark and we do not hava the 

vaguest Idea what— 
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or conjecture, but a formal application for fees 
aa soon as they are able to do so. 

MRS. TIIJJEY: Thank you, sir. Then we will 

have to have some idea of what we will have to 
dispose of. 

THE COURT: You will know everythin? you need 

to do. 

MRS. TILNEY: Before assignments are made? 

THE rWRT: We are not concerned about 

one thing as relates to assignments or judgments. 

There are notes due and owing this estate, and counsel 
has no choice but to proceed to sue on them. 

MRS. TILNEY; Thank you. 

WIS COURT; And that's particularly 

urgent now that we know the bank's position is to 
proceed by suit. 

MR. GUNNIGLE; I have no alternative. 

THE COURT; Now, when do you expect to 

Interpose an interim application for fees formally 

V 

not just an estimate or a report, or a conjecture 
but precisely? 

MR. hOGAN: I would think a montn. 

THE COURT; Would that do it? 

MR. RENISCh; Yes. I think so. 

SOUTHERN DlSTRTCr COURT REPORTERS 

United States Court House - 

'303 


(Retyped for Clarltv) 





/ 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

n 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


mah JJ27J 

MR. GRRiniNflKR: About three or four 
weeks I think. 

NR, BKiSTSCll: I would be hsonv to consult 

with Mr, Gimniple and Tinker with resnect to these 
notes, GSC notes • I'd like to take the onnortunltv 
to sit down at sone other tl^re and discuss It with vou. 

THE COirRT: Is there anvthlnp further? I 

.lust want to reiterate. I expect this estate to be 
liquidated no later than the first of the vear. 

Anythin? further? 

MR. nrSNlGLE: Your Honor, with respect 

to the application of the bank as related to Svndowr, 
what Is vour feelln? as to that? 

MR. BF.NISGH: Mlpht I Internipt? Althoiiph 

I know the question Is addressed to his Honor, In this 
repard. In all fairness to Tinker, Mr. Gunniple, I 
think you realize as I have stated before, that 
before we can consider acceptln? or anv acceptance 
of Tinker's proposal or Marine Midland-Tinker's 
'proposal, we must first have In our hand sufficient 
assets with which to nav off the creditors and the 
administration expenses In order to avoid any 
possibility of preference. 

Now, If the receiver Is inclined to hold the 
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THB OOURF: I think then you ou^t to state It 
in open oourt. 

Tin WZmsSi Your Honor « we at several previous 
haarlAgs have dtsoussed the natter of the receivership 
fees aad the ivpaot that they will have on the estate and 
the aeeesslty of eloalng the same at the earliest 
praotleable sonant* I believe Mr. Orasten, representing 
the SBC, la anare of this problen, and I would like to 
have aone expression flron the plaintiff, if I nikht, on 
this partlonlar natter. 

THB OOUHTt Mr. Onisten, do you wish to say 

anything? 

MB. ORNSTEV • Your Honor, let na Just oonmnt 
on Mr. TUaay'a atatensnt to the Court. 

Z had spoken to Mr. Tiiney and to Mr^Bnlseh 
on the phone in eonneetlon with the question of 
*CnSnlatre«lve expenses. 1 was not aware idien ocalxig 
here today that we would, ta fact,have a fonnl hearing, 
an evldnitlary hearing and the taking of testlnony. So 
for that reason Z hadn *t brought up this additional prohlen. 

Zf the Court wishes to dlsouss that Z would be 
happy to nake a atathnant pursuant to what 1 had spoken 
to Ihr. Tllney and Mr. Bi.>lsoh about on the phone. 

THB COURT: Mr. Omsten, ay isiderstandlng Is 

?/)7 
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MR. BENISCH; Your Honor, this auction eale 
was brought on by order of this Court dated the 8th day 
of SepttiAer, 1969. Provided In aald order was a 
dlraotlon that mdvertlalng be made in varloua newspapers, 
and I would like to subalt at this tine affidavits of 
publication pursuant to the Court's order. 

la addition to auoh publication, I have been 
advised by the representative of the Oovemaental 
Statistical Corporation that the corporation has aailed 
out, to various Individuals and conpanlee set forth In a 
schedule annexed to the affidavit of service, a notifica¬ 
tion and essential facta and terns of sale regarding 
this auction. 1 wotdd also like to offer this affidavit 
of publication. 

THE OOimP: Good nomlng, ladles and gentlenen. 
This Court has ordered the Receiver's sale of bank stock. 
The bank Inrolved, and represented by these shares, la 

the Vaddlngtao Bank In Haddington, Hew York, and the 

» 

ntiid>er of shares to be sold is 787.251 shares. 

He havs-^ retained the services of a qualified 
licensed auctioneer with a background of experience In 
the sale of bank stock. I an going to turn the auction 
over to hln. He will read and fanlllarlse you with the 
terns of sale. And I should like to note and e^^iaslse 
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that all bl<^8 art eubjeet to the approval of this Court. 

May I Introduce the auctioneer thle momlng« 

Hr. Henry Brooks of Adrian H. Muller & Son. 

Mr. Brooks, are yo-' ready? You nay proceed. 

THE AUCTIONEERj I am first going to read 

tbt publication as It appeared xn The Neu York Times; 

"Receiver'B sale of ^Jank stock by order of 
Hon. David N. Edelsteln, Judge of the ttilted States District 
Court, Southerr. District of Keu York, In re; SEC, 
Plaintiff, vs. Tllney & Company, Frederick Tllney, 
Defmdanta, 67 Civil Action Pile No. 4676, the sale 
being held today, Wednesday, September 24, 1969 , at 
Room 906, Iblted States Courthouse, Poley Square, New York, 

N.Y. 

•^e Heoetver of the assets of Tllney & Company 
« .d Frederlok Tllney mill sell at public auction 787.231 
shares of capital stock mlth a par value of $10 of the 
Waddlngton Bank, WSddlngton, Nem York. Authorised 

shares are 2500 shares." 

The terms of sale of thle sale are as follome: 

"A block of 787.251 shares of stock of Waddlngton 
ulll be sold under the direction of Hon, David 17. 
Edelsteln, Ifalted States District Judge, at Room 906, 

Uilted States Courthouse, Poley Square, Nem Y'^rk, Nem York, 




pursuant to the order 


of thle Court dated September 


upon the following 


1 . The above shares shall be sold to the highest 


bidder tdiose bid Is acceptable, but the Receiver nay refuse 


any bid, with or without cause, and may withdraw any of 


such shares from sale before they have actually been 


Vnooksd down to a bidder 


The Omer of such shares reserves the rl^it to 


bid on any and all shares offered for sale at such auction 


3 . Each pwohaser at the sale shall be required at 


that time and place to sign a memorandum of sale and will 
be required at that tine to ay twenty-five percent ( 25 ^) 


of the purchase price for the said shares in cash or 


certified check to Joseph C. Hogan« Receiver herein, for 


whi^ payment the Receiver's receipt will be given. 

"b. The remainder of such purchase price will be 
required to be paid In cash or by certified check to the 
Receiver at his office, Vail Street, New York, New York 
on or before October 6 , 1969, at which time the 
certificate(s) for such shares properly endorsed will 


be delivered to the purchaser 


5 The bidding will be kept open after the 


property is struck down to the highest bidder <tdio shall 
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havt bid aa aaomt aatlsfaotory to the Receiver end the 
Court I In oese any purehaaer shall fall to eoaply with any 
of theae eoodltlona of aale he shall forfeit any sun 
deposited by bin on account of the purchase price of such 
aharea and at the option of the Reeeiver such shares may 
again be put up for sale upon the sane teraa of sale and 
tiie buyer shall be held liable for any deficiency In the 
price reoeived at such resale and all costs and eipenses 
thereof. 

Ihe Reeeiver and the Court reserve the ri|d>t on 
the sale of any subsequent resale of said shares to reject 
any bid ehish« in their sole and independent Judgsnnt is 
insuffleiant and upon su^ rejection the bidder utU have 
the rldht to hid an additional anount uhioh uill be 
aatisfaetory toUie RtMlver and the Court. 

’7* Ihe eaid ehares nay be auctioned in one or nore 
lots and in tha event the bid prioea for tha shole equala 
or exeeeda the aggregate of the prioea bid for tha aeparate 
lota tiMn the eaid aharea ahall be aold to the highest 
bidder for the idiole of said aharea providing auoh bid la 
aeeeptable to the Reoeiver and tha Court. 

”6. fba attantion of any proapeotlve purohaser la 
dire<}ted to tha provir^lona of Banking Lav Seotion 130. 
Suhdivlalon 7 as enacted by Chapter 299 of the Lava of 1969 




and Banking Law Sactlona 1^11, 1U2, lil3{b). IU5 and IU7 
-a awnded by CJjaptar 950 of the Laws of 1969." 

Copies of these bills are available for 
Inspection In the court. If you wish to look at the* 
before the sale begins. 

I also want to bring t*' j^our attention a 
little note fro* the Securities and Kxohange Coasdsalon 

"Please be advised that the Haddington stock 
Is an exe*pted security imder Section 382 of the 
Securities Act of 1933, and thus the saU of the 
stock does not require registration under 
Act." 

going to offer these shares of stock 
first in single lots, lots of 100 shares each, M the 
eighth lot for 87,251 shares. Then we will offer Um 
entire bulk of 787.251 shares in tme single bulk lot at 
auction. 

Are there any questions before we start the 
bidding? We are asking for bids of a tnif upset 
price of $50 per share to start. We are going to start 
the bidding with lot n<**ber 1 for 100 shares. 

Who will start the bidding? Any bids for 100 
shares, lot nuaber 1 at $50 per share? Any bids? 

Inst call, final warning' before we pass the 
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lot* 

We patf It. 

Lot nuiber 2 , 100 shares. Any bids, per 
Lot nusdber 2, lOO-share lf>t. Last oall before 
ife past it. 

Passed. 

Lot nusber 3 , 100 shares of stock. Any bids^ 
Lot a«sl>er 3* Last sail. 

Passed. 

Lot niflSber t, 100 shares. Any bids? Last 

eaU. 

Pass It. 

Let nuid>er 5 $ 100 shares. Last eall before ee 

pass it. 

Paso it. 

Lot n«Bd>er 6 , 100 shares offered for sale. 

* 

Last sail. Flaal naming. 

Pass It. 

Lot nind>er 1 , 100 shares offered for sale. 

Last eall« final naming. 

Pass it. 

Lot nuaS>er 8, 87.251 shares. Any bids for 
this lot. Last oall and final naming. 

Okay. Vo bids. 

Ve nlll non offer for sale, in bulk lot. 

3il 



c 
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787•251 sbaret of the capital stock of the Vaddlngtixi 
BaalCf with a par value of $10. Hho will start the 
bidding at so saaoh per share? The mlnliaia upset price 
is $50 per share? 

Aaj bids? Hold your card up, please. 

Huoher $50. We have a bid of $50 per 

share. 

Aay advance over $50 per share? 

$50 per share. $50 per share going cnee, 

$50 per share going twice, last call, final warning. 

Any advance? We have a teaporary knockdown 
at $50 per share subject to the approval of the Receiver 
and the Court. 

Would you nlnd stepping up here, sir? 

TBB COURT} We will declare a brief reeeas. 

.Mr* Peek, will you please stand by. 

TRB AUCTZOmBRt We will have a brief recess. 

Xf anyone Is Interested In stan'^lng by, you are weloone 
to do so. We have a tei<>orary Knockdown of $50 per 
share. 

.(Recess.) 

(Ih the robing room:) 

TBB COURT} I would like to get sons Indication , 

r 

trrm the Receiver and his counsel and the SBC as to 
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iraddlngton offered In bulk at an upset price 

of $50 and only one bid of $50 uas received! there eere 

no other bidders* 

I should also like to note for the record, to 
be note explicitly detailed subsequently, that yesterday 
I Me a brief check conoemlag any possible outside 
MTloet for the USddlngton shares and learned that they 
eere not Hated on the pink sheet* 1 aade a fiarther 
oheok addressed to a publication, and thla is Mre I 
My have to flU you in, called the Watlonal Bnik Survey, 


there uaa inforsstlon to the effect that in 1968 
thnre sere only tifo bids recorded, one In the anonsKt of 


|21a90 a share, no offer, and thereafter another bid In 
tlin snewt of $20 a share, no offer* «>eae entries 
are recorded In the pubUcatlon I have Just naM, for the 
yeer 1969, but reflect bids In 1968 and no bids In 1969 * 
Sic nanes of the bidders, but not keyed to 


MV of the bids, are A. Brill & Coapany, and the other, 
■■■edy h CoMsny* So theoretically this repreasnts 
$90 above the only tuo bids recTrded In the national 


Arlng Nr.Paok In* 

(Mr. Harry S* Pack entered the robing room*) 


THE COURT: Nr* Back, at the nousnt ee see no 

SIS 



nd oidiig* And in that oonneotlon, at an earllar 
■tttlng X brought baforo tha Court's attantlon tha fbat 
that thara nigtat be othar assets in other Tllnay aititias* 

ft 

/ I hare sinea dlsoussad that fact in general 

with 1^. Tilnaj sad Z also aantionad it to M*. Bmiaoh. 
Z faal that if «a do not have snffioiant fttida^ than it 
■itfit be iA tha Intaraat of Justioa sad tha orderly 
Xlquitaticn of tha raealraniap estate to hare tha Bsoaiaar 
itcsaad as apHnat those othar antitlaa. 

WmmrwTp 1 think, bafora Z forcibly and ia» 
aqaiaoaally «apga that, Z would like soar idea, «id Z loiow 
ItPftViliMy has oonsistantly stressed that, of ttet ow 
total aoats are going to be, and in order to iatandna 
that total thara la still raninlng tha adninistiatlra 
anpciaas* 

Zf wa can, without protraating tha n i at te g, 
aht i*a hare stock taken hare wbara wa oan say, v a ry 
briefly, wUh tha rary able asslstanoa of Mr. KLain and 
Ih, Chraldiagar, liiat ranains to be paid, «id eetad Ur, 
BniMh and IM.Bogan indlaata what la to ba added to thatT 
HMD Z th ink wa Ola at least say, without being t sira as cn a bla 
or aibltrary, wa'U hare to taka further steps. 

Baeanaa It has bean scat tins slnoa Daeaaber of 1967 nid, 
as Z say, naadlassly baosuaa tha Court has always bean 




■InIMl of it* ot 090 eonoomod that pooplo liio lAvtatM 
rnmn* ^ MOMy* sat that moof baak at thla tiat. | 

I 

m OOURTi X think It la a vory fair raqaaat 
■Id MKtalBly voaliatle baaaoaa thla la alao golirs to ba 
■I dhllflitloii of tha aotata togathar with tha obllgatlona 
diK ■Id owing avadlton* ®a I would tun to tha noalaaw 
■iilds aonoal* ao wall aa Frofaaaor Qraldingar* la tww 
to oaa if wt an aUalt tmm tlwa aoan iafovnatln aa to 
tlM anilMt pawalbla tlaa utm thay aaw aabalt n 
ap^laatim far tawporwry allownoaa or iataria aXlowaaoaa. 

n. VklAVt I faal that wa oannot ba rawllatlo 
at thla tlna with flgaraa baoauaa wa ara caiiy holf ny 
aattar. But aud h I t hi n k will dmlnp in 
tha nant faw nontha* am) X would think that p aah ap a thla 
aq tA il ba mid in ahi'yaaaa vntll tha firat of tha yaar* 
kaaaana waan tha aala of tha atook haa aauaad ao noh 
■ ■liaalltiiTi of* tlna on Mr. BaalaohU part and n part* 
and alao Mr. ChaldiBgar'a. 

lomra a Judgwant againat Oovannantal 
St atistical now* ahloh la ona of tha oorporatlona Mr. 
TUnay la Intaraatad ini wa hara thla propooitlon that 
m t^sg in from tha Tlnkar Marina MLdlanu Bnk* 
a hniTrifl thowaaad dollar olaln againat thla aatatai 
■m aa of yaatarday wa raduoad tha elalna by the 

and I think thara la a poaalblllty that 


133*000 notaai 
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mitbSn two meatha wo roally will be able to get tliewe 
olrtwi down to • figure whero ve will be talklxig about 
■oat MNFt of diatrlbutloa. 

Vt Bood that Buoh tine, and the expenAdture 
of tiMt ea ttio part of the aoeountanta and Hr, Bniaoh 
aid ^fMlf orer that period My be very esteatlre# and 
the ficaro that we nay give today al^it not in any way 
ho the figure that we woOld glee two or three nonthe froa 
now* 

m OOOXrt X an not euro that all of we are 
on taeget for the wn—it. I think the 8 I 0 in eon- 

nenei with the problem that I ahare with them. Befnge 
they deeide upon a poeltlon« mad an adammit cue at that, 
to eenpel the further llqwldatloo of aeeete, they ihol 
that their deoieleB and their Jwdgmont earn more realletloal 
ly he ma a owr a d in tame of what the total ohUgatiome of 
thle eetato are. 

IDo I atate ttiat oorreetlyt 

MR. OWSms Tee, air. That la eo rrae t . 

TV OOUMPt I don't think we are aeking for 
any preelee deoAaml-point etatemant at thle time, hut X 
aertalmly think it wovld he helpful, at leaet oomeoMlng 
the e e r r l eee wbleh have been rendered to date. If an 
appllaatlon were nade. Thla, of oouree, le not goi2£g to 
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ptvtiate mtr furthMr appHoatim aid»aaquaiitl 7 baaad on 
•tfiStlnal Mnrloaa. But ahat baa baan dona baa batn 
#ona# tiwt aarvlaaa bava bam aooonpllataad ara aatbera of 
tlaa paat, and eartainly t aould think that aona aatlaata* 
aoaa valot* torn alain aan ba plaoad on thoaa, 

1 don't aak you to do tbia in 24 bo«ra or 
48 marBt bnt Z tblnk it abould at laaat , aa to tkm 
MMMli allnmnaaa, ba dona bafora Jlnraary lat. Wouldn't 
yon tldiMc aot 

HI. onenwi Z an m aeoord altli that tha 
Oaavt aaya* Z ootild iuat Ubt to alluda baek to ona 
thine TM dbid aarliar* your Bonor. 


point atatanant# but Z think oa would bawa a rnnBa in 
uhiah to Iswu ubat our ftvthar problana ara of gattfng 
tha nonay a . 

Again* ntraly in aonfaranoa* a aa k ing a 
aanaanaua bara* ian't it eonoaivabla, alnoa thla 
buainaaa baa gona on now alnoa tha liquidation of tha 
a atat a* tha ftnda bava gona on approxlnataly ainna 
Paaaihar of 1967* that ua nl^it at sons point bava to 
aay that thara uUl ba laaa than a htndrad eanta on tha 
dollar «id that ua want to raaoh a taradnal poiatt 

TO OOURTt idtat you want to do la to ba abla 
to balanoa ubat ua hava and uhat ua can hopa to obtain 




against iihat we owe. 

MR.ORMSTEN: Right, If the Coxirt would permit 
me one oratorical flourish, i would like to state 
that, a(s> Justice Holmes said. Justice too long 
delayed Is Justice denied. This payment will be 
meaningless eventually if it is not paid out to these 
creditors >dio, as I said earlier, are the principal 
concern of the SEC. 

THE CX)URr: I am not at all sure that Justice 
la Justice denied. In this particular focus It 
Is an oratorical flourish, and I appreciate your 
rhetoric, but I am not at all sure It has any applica¬ 
bility, because when you are dealing with a host of 
creditors and thinking In terms of fairness, and you are 
attempting to obtain everything that Is possible out of 
the assets of an estate, which to some extent represents 
assets that are frozen, as we have witnessed today in a 
rather singular demonstration, which showed a ooii«>lete 
lack of enthusiasm for the shares of the Waddlngt(»i 
stock, as you know we recorded every potential bidder 
and I think there were Just fourteen In number. We hired 
a hledily professional and sophisticated auctioneer In 
his field. What did we get? We tried two ways, both 
odd-lot bidding and bulk bidding, and not one single 
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(KW-lot MO «as reoelved, not one, ano in the bulk 

MOMng there «ee one bid. Ihet is very interesting, 
m*t itt 

And, as I already Indicated oonoemlng ay 
•hatk of the Bttlonal Bank Survey, there were only tiro 
. bids Uated in that as of 1969, and they relate to I968. 
<hit bid no. for 21-1/2 and the other one itas for $20 a 
*•*»# and nothing in the pink sheets. 

I an not going to labor this point exoept to 
say that at sons phases of our hearings ee have certainly 
not been presented vlth very accurate facts or 
repveaentatlona. 

«ila sale has cost us approxlnately $4,000. 

X an extreneiy distressed, to say the very least, and 1 
nay have sons further thoughts at sone eubsequent tine, 
and X nay take sons action in that regard, too. i an 
▼try dlstreesed. 

X think to sons extent, and Z am going to 
PeHiaps explore the record and detail it later on, ue have 
been eueher^ Into a situation, the Court, the Bsoelver 
and the SIC. i think the record will indicate that 
rmtsentatlons were made that this stock was worth $70 
or $80 a share, recall that? 

MR. OHMSTBfi I believe that is the case. 

MR. LENISCH: I do. 
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THE COURTt $70 or $Bo a share. But more 
about that at some subsequent perhaps. 

Wow about the fees. l^r. Hogan, Mr. Oreldlnger, 
Hr* Benlsoh, do you think we can get some Interim appli- 
oatloQ, some estimate that Is reasonable, conservative, 
that is realistlo, within a reasonable time? I think It 
Is extremely Important for us to get a oompass reading 
here of obligations, liabilities and assets so that we 
oan proceed with some expedition concerning other assets. 

MR. BCOAH: I would like until the first of 
the year. Actually over the last few weeks I have not 
been able to do anything in the office except this 
auction business. I don't think the first of the year Is 
unreasonable. 

THE COURT: Mr. Hf gan, would you also Indicate 
for the record — I think we should have some Illumination 
on the subject — approximately how many calls you got? 

Z know that up to a point your staff was rather busy 
answering calls and sending out information. 

MR. HOQAtf: I would say about 125 calls, as 
an estimate, and some of them were very lengthy calls 
^ girls had to take. They would be asking for 
Information. Bie girls would be trying to give them 
the Information, llie last few days, practically the 
entire day was spent on the telephone. 

t J'i# 







that they ehoul'i not oonaaunicate vlth the credltore in 


any nmj, 


THE OOUFEP: Has that teen done? la that 


ooatlnvlng to be done? 

MR. HOOANt 3he writes letters occasionally. 

She has written sosie on her own behalf but actually of 
course it Is in pursuit of interests of the estate. 

NR. ommSt I don’t know of anythlxig specific 
but X thlak a general adnonltlon mleht be warranted. 

VRB C»UlVt Mr. Tllney. Z have Just been 
Infpwsd that in one way or another you are still persist¬ 
ing in yosr interference with this receivership, that 
either you or Mrs. Tllney are consanlcatlng with 
ereditors. I seen to recall that Z have admonished 
you about that on an earlier occasion. 

MR. TXLHSTi Sir, Z have not eomlcated with 
say crsdltor with the exception of one who happens to bs 


fn OOURTi tell, all right. Z an not going 
to labor thd subject and Z an not going to question you 
about: it, SKoept that Z an going to state onoe again for 
the rss o r d , and I urge you to pay heed, that this Court 
requests that you not interfere with this receivership In 
any Mnner, that you not cossouiloats with any creditors 
or mdsr any elrcuantaaoes. Zf you have any requests, 



I 


II 


J«» I *^1 

you my apply to the Receiver; and If any further 

fttmellng or channeling la necessary, that ehoxild^be 
dene hy the Receiver to this Court. 

Horn please pay heed, Mr. Tllney. Z will he 
very dlet''-'>8sed If I had to Impose any saaotlcns upon 
you for falling to heed m Instructions. 

MR. TZLnnri Your Instructions will he abided 
by eomletely by ayself. 

m ODUlVt And of course, Mrs. Tllney, you 
Juet beard what Xlald, and I would indicate that these 
instructions also apply to you. 

Zs there any further hualnesa? 
m. OBMSTSnrt Your Honor,it has Just been 
called to m attention that we would have to have, or Z 
would sntiolpate that we would have to have, one hearing 
or at least a conference as to the fees so that, if there 
la an accurate representation, or as accurate as we can 
■aks It now, by Mr. Bogan that he will have the estlsnte 
or Interin application In by the first, then Z wouldn't. 
In fairness,' want to hold Dr. Qreidinger and bis fim to 
a closer standard, if we can agree on a date. 

Tm OOUFfft Z would say, with sons sli^ 
ansndasnt of your statement, no later than the first. 

Z would hope that if Mr. Hogan's office is able to help 
prepare this Interim statenent at an earlier date, it 



iflll b« Boat desirable If we could have all these 
sllonanoes by Novenber 24th, tidiloh la a tins Indicated 
by Mr. Bsnlseh as well as Dr. Oreldlnger. So keep that 
IB Bind, Nr. Hogan, and see if you oan work this In 
slBultansously. 

MR. TXLHZT: Your Honor, nay I be heard? 

The estate Is now In a position where Mrs. Tllney Is 
prepared to swbBlt an application to the Court, through 
Nr. Bofsa, reipiestlng that the estate be closed, and 
the figures are prepared and available. X have our 
aooeuBtSBt here, idio Is going over then, and we will 
have SB application on Nr. Hogan's desk no later than 
Tuesday Bomlng both from ourselves and the Tinker 
National Bank, seeking to close the estate, and Mrs. 
Tllx&ey will be speaking in the position of the largest . 
creditor. 

TBB OOUHTt Mr. Tllney, as soon as this 
applleatlon Is submitted, I shall act upon It at the 
earliest possible time consistent with ny other duties. 

X think oo'caslonally there has been some thou^t that the 
only work X have upon ay schedule Is the Tllney estate. 
Really that Is not so. • 

MR. TXLHBYt I know that, sir. 

THS COURT! As soon as this application Is nade 
available to me, I shall try to hold a hearing at the 
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cc*Tirirr« ^uniic ACcouMTAMrt 


I44t tinOAOWAY, NCW 


November 6, 1969 


1* Alan Karris and ^Joseph C, Ilo^an^ Receivers For 
Tilney & Company and Frederick Tilney 
New York, N. Y. 

Gentlemen: 

In accordance with your request, we have prepared the attached 
financial report of Tilney & Company (a partnership) and 
Frederick Tilney (an individual) in receivership by order of 
the United States District Court, Southern District of Now 
York, dated December 18, 1967, as of October 31, 1969. which 
consists of the following: 

Exhibit A - Statement of Assets and Liabilities 

Subject to Realization and Liquidation 
at October 31, 1969 

Schedule 1 - Securities - October 31, 1969 
Notes to Financial Report 

includ^ a review of the Receiver* books and 
** * physical examination of securities on hand 
wn£in^ ® Receivers. Information and valuations 

^ ^ financial statements were furnished by the 

I^riirforLtp*^! counsel without independent verification, as 
lioht realizable amounts which 

TyiiS «seii ?n thl liquidation of the under- 

•vnr!.!? ” ‘Circumstances, we are precluded from 

expressing an opinion on the financial statements as a whole. 

TMs special pur^se report ii intended for use solely by the 
w? ‘»ther interested parties to the proceedings in 
*PPr‘»Prlate guidelines for the ultimate realiza- 
tion and liquidation of the rcceivcrshipe 

Very truly yours. 
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I. ALAN HARRIS AND JOSEPH C, HOGAN, RECEIVERS FOR 
TILNEY 6. COMPANY (A lARTNERSHIP) AND 
FREDERICK TILNEY (AN INDIVIDLAL) 

Notes To Financial Report 
_October 31, 1969_ 


NOTE 1 - VALUATION OF ASSETS 

Asset values were furnished by the receivers based primarily 
upon bids received for securities and appraised values and offers for 
real estate consistent with conservative liquidating values which nay 
ultimately bo realized upon liquidation. 


MOTE 2 - INVESTMENT IN AND RECEIVAni.E FROM AFFILIATES 

The amounts recoverable from the investments in and 
receivable from affiliates can not be presently determined by the 
receivers and their counsel. Current financial statements of 
affiliates are unavailable for review. Accordingly, the accompany¬ 
ing financial statement omits any valuation for estimated realizable 
amounts. 


Governmental Statistical Corporation presently owns real 
estate located in Hicksville, New York. In 1966, Governmental 
Statistical was awarded $45,100 by the State of New York on property 
condemned in Hicksville, New York, which arount has not yet been 
received and is being contested. A judgment has been filed against 
Governmental Statistical Corporation in favor of the estate in the 
approximate amount of $500,000. 

Tilney Construction Corporation presently owns real estate 
in East Norwich and Hicksville, New York. 

Details of any Indebtedness by Mrs. Dorothy Tilney to the 
estates have not yet been furnished and examined. 


NOTE 3 - LIABILITIES TO CUSTOMERS 

Liabilities to customers are tentatively stated at account 
lulances as of December 17, 1967 and market valuations on that date 
for failed to deliver securities. For purposes of valuing creditor 
proofs of claim where specific securities are claimed, the receivers 
and their counsel have tentatively advised valuing such claim 
equivalent to the customer's original cost. The foregoing is sub¬ 
ject to review and approval by the court. 
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Administration fees and expenses are subject to review by 
the court and have not yet been determined. In the opinion of the 
receivers, such cost might be substantial. 


MOTE 5 - NOTES PAYABLE AND ACCRUED INTEREST PAYABLE 
_ TO THE TILNEY CHILDREN _ 

The receivers have instituted legal action to have elimi¬ 
nated the alleged indebtedness of Fredsrick Tilney on gifts of notes 
to his children aggregating $130,330 at December 17, 1967. The 
natter is presently before the court. 


MOTE 6 - NOTE PAYABLE TO TINKER NATIO^AL BANK 


A note payable in the principal amount of $98,000 was due 
and payable to the Tinker National Bank by Frederick Tilney and 
Dorothy Tilney jointly. For the purposes of financial reporting, 
the entire principal balance is shown as an obligation of Frederick 
Tilney. Accordingly, the receivers would have a right of contribu¬ 
tion against Dorothy Tilney in the event it was required to 
liquidate the obligation in full. 


note 7 - CONTINGENT LIABILITY TO LONG ISIAND NATIONAL BANK 


Tilney 6 Company and Frederick Tilney are contingently 
liable under • collateral loan agreement to a loan by Long Island 
National Bank to Governmental Statistical Corporation in the 
‘principal amount of $62,000 plus accrued interest of $1,796 at June 
JO, 1969. In addition to cash and securities of Tilney & Company 
held by the bank as collateral and tentatively valued at $44,879, 
it also holds as collateral a 45; note in the face amount of $9S,000 
issued by The Alaska State Development Corporation to Governmental 
Statistical Corporation, maturing August 1, 1973. 


NOTE 4 - ADMINISTRATION FEES AND EXPENSES 


I. ALAN HARRIS AND JOSEPH C. HOGAN, RECEIVERS FOR 
TILNEY & COMPANY (A PARTNERSHIP) AND 
FREDERICK TILNEY (AN INDIVIDUAL) 


Notes to Financial Report 
October 31.’1969_ 
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I. ALAN lAKRIS AND JOSKl'II C. IlfK'AN, RF.CEIVERS FOR 
TILiJEy & CatPANY (A PARTNERSHIP) AND 
FREDERICK TILNEY (AN INDIVIDUAL) 

Notes To Financial Report 
October 31, 1069 


note 8 - CONTINGENT LIABILITY FOR INCOME TAXES 

The receivers arc obligated to file fiduciary income tax 
returns covering income and expenses during the administration 
period. The respective tax information would be required to be 
incorporated in Frederick Tilney's individual or joint income tax 
return and the tax, if any, paid therewith. The extent of any income 
tax liability or the extent of available operating losses for pur¬ 
poses of tax savings or refund claims have not yet been determined, 
pending determination of the tax basis of property sold during the 
adsiinistration period. 


NOTE 9 - VACANT LAND - ANCHORAGE. ALASMt 

Frederick and Dorothy Tilney owned certain vacant land in 
Anchorage, Alas)ca, which was purchased in 1968 by the receivers on 
behalf of Tilney & Company and Frederick Tilney under foreclosure 
sale for approximately $14,000. The investment is tentatively 
carried in the Tilney & Company accounts inasmuch as proceeds used 
in acquisition emanated from such estate. 
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UNITED STATES DTSTPICT COUP'" 
SOUTHERN DISTRICrr OF NE'^ 


SECURITIES AND EXCHANGE COMMISSION, 
Plaintiff, 

-against- 

TILNEY & COMPANY, 

FREDERICK TILNEY, 

Defendants. 


IT IS HEREBY STIPULATED AND AOKFED by and between the under¬ 
signed that the time for submission of applications for interim 
allowances by I. Alan Harris and Joseph C. Hogan, Receivers, 

B, Bernard Greldlnger & Co., accountants, Wagner, Oulllinan & Tennant, 
Eaqs., attorneys for the Receivers, be and the same hereby is ex¬ 
tended to and including the 15th day of January, 1970. 

IT IS FURTHER STIPULATED AND AGREED that an order to the above 
effect may be entered without further notice to either party. 

Dated: November 24, 1969 

I’NITEP STATES SFC!’RITTFF ANT 
EXCHANGE CO'P^ISSION 


Kv Franklin D. Ormsten 


67 Civil Action 
File No. 4676 

STiriLATION 


SO ORDERED 


D avid N. Edelstein 
Uw S .D'..r. 


Joseph C. Hogan 

Joseph C. Hogan, Receiver 
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II incurrcU fmin 

irraTED jitatfs district court 

SOUTHERJJ DISTRICT OF IJUW YORK 

SECURITIES & EXCIIANCE COruiISSTOM, 

Plaintif f, 

vs. 

TILNEY & COriPAIJY and 
FREDEPvICK TILNEY, 

Dn f ondnnts. 

Before: IfON. DAVID, IJ. EDELSTFUN, D.J, 


( 1 ) 


E7 riv. 467n 


Now Yorl', Fiocr-nher 10, lOro. 


VPEAPJVFJCiLS : 

FRANKLIN OPNSTEN, ESC., 

attorney for Socurities & Exchnnoo 
(’oinniisnion. 

WAGNER, QUTLLTNAN & TEFPIANT, ESOS. , 

'ttorneys for I’cceivers; 

Robert G. Beniscli, Esn., of Coimsol . 

* 

EDF7ARD J. GUTJNTGIJ2, ESu., 

Attorney for f’arine Midland Tinic/ 
'Mtional PanF;. 

JOSEPH C. TIOGAN 
and 

I. ALAN HARRIS, 

Receivers; 

Joseph C. Hogan, of Counsol. 




•OUTHCHN OliTMiCT COU»»T HEPOUTtR* u.» COURTMOuSl 
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estate I have recommended this for the last couple of 
months. Mr. Gunnigle and I have talked about it. I 
think that the transaction, working out the mechanics ol 
it properly, would be most beneficial to this estate. 

THE COURT: How? 

MR. HOCAH: The title to this land that is 

in question. No. 1, Mr. Tilney states that it in his onmo, 
the deed, as nominee tor Tilnev Construction, Inc. 

THE courrr: i trust vou will forgive me, Mr. 
Hogan, for interruptim, you, but I must tell vou that I 
am not impres.sed with this remote, contingent allegation ot 
a possible cloud of title. Rorhap.s there may be some 
cloud, perhaps not. But there are remedies at lav 

which can be quickly reached as to the meaning and the heart 
of any such alienation. 

Now, I certainly have no reason to ask you n.,i 
to mention it or to talk about it, but at the moment I lIu,., 
It xs so much in the area of the nebulous and conjecture, 
that I don't,know how much weioht to give to it at all ir 
this total picture that wo are discussing. 

MR. HOCAN: Tt was just way of advisement. 

Actually, we can disregard that facet of it completely. 

I do fool that, fiourewise, mathmetically, i l: 

Is rnost honeficial to tt.c estate. 
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How, accorrtinq to o>ir nccountant, that is, ii„ 
receiver's accountants, this estate ha,i .tahiiities ot 

^^’=. 000 . „o„. the notes to the 

tn the arount of 133,000, „ri„„ino „ov,.„ „„r liahilitiea 
to approri„atelv .«,o„o. the hun.rc, thousand 

Of the Tinhor Hanh erpunpe., so to speat, .,,e ,,,in have 
liabilities in this est.ite of al.oiit Slio.ooo. ho,„, 
ie aisreoartline any c,at„s of the rnnev ,-hi..,ten an,Vor 
'trs. Tilney. nut T „„ just tahin,, accountants' 
figures, and I have to „or.: f™ the. at this Juncture. 

THneounr: ><Hon vou s.av -,..,aJn.s, • yon „„„„ 

the clai,,s that are s. , u ... .._ 

>-ri„„s Which have h,,.,,. ... ^ 

MR. noCAM: .nd there are others .hat hav .. 
......ittcdh, Mrs. Time,. Since th.at tir-e. ih.tiet us as . , . 

on ny accountants' fiuures that with the Tinhor Mationa, 

Rnnh Off the hoot an a .-reditor. „e are ti.on down to a:,.,,. 
^^40.„„o in li,ahiur,„, . 

~t,ants ho „ade a statement of ass,., ^ 'his esta„ 

Of about 31n,non. 

I nr. picas. ,, to sa- that as of 1 ,,,. .,, 

^3,500 coMne in on a recent saie of none '.atanusta stos, 
v .'0 have about feoo.oot ,n the estate. _ 

for sale about ,700 .s,.,en of t,,e '...asust,, nant at 


•oothcrn oiithict count reponters u.$. 


O.;-, 
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approximately 29 to 30 dollars a r.haro. T have an offer 
on that 1700 shares of 27. I think T can oot 29, which I 
qot for the 1500. Sellinrt that f’atannska Hank v/ould 
brinq us up to about$340,000 as aoainst the $340,000 
liabilities. Of course that does not take into considcrat 
the administration expense. 

IIov;ever, v;e have other assets - City Commerce 
debentures, which I think v/ouid mari'ct for around $4 5,000. 
Me have the real property in Maska, in Anchorage. T 
received an offer on tliat property of $20,000. nut Mr. 
Benisch and I thought it advisable to get an appraiser M|< 
there in Alaska. And to our .surprise, an appraisal 
came back of $4 5,000. Mov’evrr, I fed thTt T am qoisvi 
to get an offer of around thirty-two to three-three 
thousand, or approximately 75 per cent of oiar appraised 
value. And being an ab.scntee landlorci, r think it n. iit 
be advisable to recomrvnd that finure to t!ie Court. rmt 
assuming we did sell it for the 40,000, v/e would then hav- 
about $375,000 in the r.';tato as against liabilities of 
340,000, exclusive of <..!mini strat ion expense. 

A.s I mentioiUMl, Ci tv «'or';merco T tliink can ho 
sold for around $45,000. So wo v;ould then 1)0 up around 
410. Po have Oundonn Premises of the in.solvent, if 

v/e are forced to sell if, on -./h i ch ’.’o could .r-ealizo 
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probably a not of 125,000 aftor tbo nortpano. 

We have some I.ono Talon,1 Corneroiol Poviov, 
stock that probahly would po for around 517 , 000 , or 


I 1 


sixteen. 


There la stock of Marine Midland Hank which 
we have to test to find out who does own it, whether it 
belonps to the receiver or it bolonps to Tilney s Conran-. 

we are in a position in this transaction, ii 
this were approved by the Court, we would be able to rate 
e very, very healthy report to the creditors, which , thin, 
we should do if this ,s approved by the Court. 

I roconnond .ipproval on the eround that, as 
stated by Mr. Cunniple, if he will 

55500 - this is predicated on the appraisal that he rec, , 
for one hundred and three thousand fl„,. ^hat he will 

indennify, that is, the i.aak win, not Mr. CunniCe, tlc, 
the hank will. Marine Midland hank, ,an,l T think we c,,n 
eccept their indemnification, they win indemnify us p,„ 
rata if thev-are to re.-oive more by thl.s transaetion tb.m 
the peneral creditors -. than the crediiors. 

Wr. Cunniple has also ,w,reed that if he wouio 
sell this property, we will assume for Hn,o.o, that tr.o 
540,000 profit, so to speak, would be escrowed, held for 
the benefit of the rer.,vership, the ever, he couid 


iouthern d„tp.ct court reporters, o.s. courthouse 
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make full distribution. 

I think that from evorv annle it would be mos 
salutory and most beneficial to this estate, and I 


recommend it to the Court. 

THH COURT: Hid you wish to be heard, rir. 
Benisch, or has Mr. Hoqan said it all? 

nn. BENISCH; Your Honor, as counsel for the 
receiver, I have examined the petitioner's application, 
and I have been privy to the no«ioti ations which preceded 
and led up to it, and I would say that, v/ith a slight 
modification with respect to the indemnity provision in 
the application, which 1 would like to see, and I thini. 
which is a matter of mechanics whicli could h-o v/orked out: 
with the bank if this Court sees fit to oivo us the aut!,.,j it 
to so do, I feel from a leoai standpoint that entering 
into this transaction will not jeonar<li-/o the general 
creditors of the receivership's estate. 


Now I base my statement on those facts. V7e arc 
ridding, if'you will, the estate of a hundred thousand 
dollars worth of liabilities. Mo have an appraisal on 
this piece of property r>R?,'’jOO. 

THE COUrtT; 1 think the date of t!iat appraisal 
should be reflected on :’le record. 

'T.. Ur.NTSrn ; Yes. The date of the apprji .i l. 


*OUTMi«N DISTRICT COURT REPORTERS U S COURTHOUSE 
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the Expresswav fences, ,md it was a little l)it slow. 

THE COURT; I hadn't suqqestcd tli • tine beciu-jo 
I wanted an apology. t Inst said wo did wait for yon. 

MR. OR.M51TEU; Your Honor, nay the record reflect 
that Mr. Tilnev, or mayle rtr. Tilney nay now rake a 
statenent vis-a-vis the order to show- cause, because T 
foel that the record anply reflects that he has been h-.c.. 
noes ho in any way oppose this notion? T think it night 
be wise if we did havr .t reflected on the record. 

f’R. TILNEY: No. This proposal of the Tinlri 

Hank was suggested to the Tinker hanl. bv nyself in Jul 
1068. 

MR. ORUSTEN. I didn't nc:an in any way to ntolo..- 
this. I don't nean to suggest that nr. Tilney has to .,av 

more than that, tut I thought it -,ould be advisable fo, .hr 
record to reflect it. 

THE COURT: In otiior vmrHn, nr, I understand /„„r 
expression, I-r. Tilney. you ,lo not oppose this petition 
this application by the Ilarine >11.Hand, hut instead you 
have stated that bad: in .T„l„ „ou voursolf wore intorestc.l 
in sene such resolution and that you voro nonotiatinp vith 
the Marine Midland at that time. 

MR. TILNEY: It was then the Tinker National liai.k 
rt was 1960, if your ...,nor renenbors, at that time we were 

.341 
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struck with the situation v/ith tlio City of Moipe of a 
$4,000,000 suit, which would have made the Tinkers' 
present application quite fruitless, because the 
indemnification could easily have v/iped them out until 
that matter v;as resolved. 

So v/e have no objection, either rirs. Tilney or 
myself, to this, and v/e think it is a very fine solution 
to our problem. 

TUn COURT: And since tine is helpful, in tiio 
sense that any expediency is hiqhly desirable at this point, 
hot-/ much time do you think the SI’C, and vou particular!'', 
Jjecause you have the labor, ho'/ much time would vou v/an*. 

riR. ORJISTEIJ: Your Honor, we v,'ould ask for t.cri 
days. It may be that wo will not submit further papers, 
and I v/ould then respectfully ask permission to call tie 
Court and so inform the Court and Mr. Renisch and Mr. 
Cunniqle. Rut if we are noino to submit T think v/e wf)i,id 
need ten days. 

T4IE COURT: \-/ell, in anv e'/ent, should you 
desire to submit, the court will receive your sub¬ 
mission, and if you desire to merely communicate with tlu: 
Court and indicate your approval, I v/ould expect that the 
approval of the SEC br spread on the record in open court 
at a meetinq to be called at the earliest oossible time 


U2 
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sfter you have indicated vour ponitinn. 

MP. OpjilSTEll: Thank you, your Honor. 

MP. TIIiMEY: Tf T nirThf: interpose, sir. 

would have a backloq written off if this pronosal doesn’t 
carry throuah, and thi;-; v/ould !)e dofinitelv harmful tc ^'rr. 
Tilney and mvself. Wc certainly don't want that to hard^nn 
We have tried to meet all our obiiaations. A write¬ 
off would be some thine that we v.'ouldn't want to -- 

'I’HP COURT: 1 called this conference today, 

Mr. Tilney, precisely on the date requested bv Mr. Ounnipb 
and not without some inconvenience, niav i add. 

MR. TTIiMEY; Thank vou verv much. 

THK COURT: cood day, pent 1omen. 


: 54 :^ 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEU YORK 


SECURITIES AND EXCHANGE COMMISSION, 


Plaintiff, 


-against- 

TILNEY & COMPANY, 
FREDERICK. TILNEY, 


Defendants. 


^7 Civil Action 
File No. 4676 


PETITION 


TO THE HONORABLE DAVID N, EDELSTEIK, JUDGE OF THE UNITED STATES DISTRICT 
COURT FOR THE SOUTHERN DISTRICT OF NEW YORK; 


The Petition of JOSEPH C. HOGAN respectfully shows: 

1. Your petitioner is the duly appointed, qualified and acting receiver 
of the assets of the above captioned defendants. 

2. Under deed dated the 23rd day of Aupust, 1968, your petitioner and 
I. Alan Harris, as receivers for Frederick Tllney, Individually and Tilney & 
Company, took title to a certain parcel of real property located in Anchorage, 
Alaska. A copy of the deed containing a description of said property Is annexe 
hereto as Exhibit "A" and made a part hereof. 

Prior to said transfer of title said property l.ad been held by Alaska 
Title Guaranty Company as Trustee for the benefit of Metropolitan I'ortgage 6 
Securities Co., Inc., as beneficiary. There had boon .a iefault In the payments 
of the obligation for which such tnist had been establisicd and, as a result, 
the Trustee had commenced foreclosure proceedings on sail property. 


Frederick Tilney had a partial int»*rest In said property and had made 


i 
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prior payments of the purchase price pursuant to the Deed of Trust, 

Acting under the belief that said property had a value in excess of th.e 
unpaid balance owinp under the Deed of Trust, your petitioner and Mr. Harris 
bought said property at the foreclosure sale for $14,019.84, the balance owing 
under said Deed of Trust. 

2. Since the date of taking of title, your petitioner has actively 
sought, through brokers in the Anchorage area, to find a buver for said property 
willing to pay a reasonable price therefor. Until rerentlv there had been no 
interest expressed in purchasing aald property. 

Recently, however, your petitioner received an offer through Professional 
Realty, Inc,, one of the brokers who had listed the property. After several 
modifications said offer has been increased to a net price to the receivership 
of $32,000. The terms of such offer are as follows: 

a) $8,500 payable upon acceptance by the seller of tlie offer. 

b) $13,500 payable on or before 90 days from acceptance. 

c) $10,000 payable on or before 150 davs from acceptance. 

d) Buyer's notes to bear 6% interest per anninn. 

e) Alaska Title Guaranty Company to hold deed in escrow until the buyer 
has tendered all monies. 

2 . 

f) Buyer to pay all closing costs, including broker's commission. 

g) Seller to pay cost of title Insurance (estimated to be approximately 

$ 120 ). 

A copy of the above proposal Is annexed hereto as Fxhlblt "P." and made a 
part hereof. 

3. The above property lias been appraised by Mick Fischer & Associates as 
havln, a rnarkac value of $45,000. A to|.y of ujlil appraisal is apncacd liereto 

Sir, 
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AS Exhibit ”C" anc) made a part hereof, 

A. As previously indicated, your petitioner has, slnte the date of takinp 
been attemptinp, to ne>;otlate the salt* of this property without success. 

In fact, there had been no offers at all on said property prior to the present 
potential buyer's original offer which your petitioner roanaped to increase from 
$16,000 to the present amount. 

Based upon this appsrent lack of interest in the property, the fact that 

that 

said property is unimproved and nonproductive,/ the receivership is presently 
obligated to pay the real property taxes on the property and upon the present 
need of the receivership for cash with which to pay creditors' claims, vour 
petitioner recommends the acceptance of said offer. 

It is the contention of your petitioner that the offeied purchase price 
of $32,000, which is slightly less than 75J: of the appraised v.sluatlop, rerre- 
s*nts the fair market value of said property at the present time. 

This petition is brought on bv order to show cause rather than by 
notice of motion in order to obtain 

f 

3. 

the quickest possible disposition of the matter due to the fact that said offer 
to purchase is good for 60 days from January 29, 1970. No prior application 
for the relief sought'herein has heretofore been made. 

WIEREFORE, your petitioner prays that the annexed order to show cause be 
signed and that an order be made authorizing your petitioner to sell the above- 
mentioned real property upon the terms ar ' conditions hereinabove set forth. 

Dated: New York, New York 
February 10, 1970 

JOFF.rn C. HOGAN 
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Appellant's Not es 


Three exhibits were attached to receiver Hogan’s 
Petition of February 10, 1970, 

By agreement these are not being included in the 
appendix but are indexed below. 

Exhibit A — Trustee's Deed of August 23, 
1968 

Exhibit B -- Proposal of Professional 

Kealty, Inc,, 133 West Flreweed 
Lane, Anchorage, Alaska — 
$ 12,000 

Exhibit C — Letter, December 4, 1969, of 
appraisal from R, W. Fischer 











UNt'i'KD STATI'S DISTIUCT COUUT 

souTi[.:n:i distrtct oi’ nuv yoiik 
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SECURITIES Arm EXCli'XMGE CC.'-'^MIGSION, : 

67 civil Action 

Plaintiff, : File No. 4676 

-against- : APPLICATION FOR 

Ar.LCWAN CE_ 

TILNEY & COMPANY, ! ' 

FREDERICK TILNEY, 

Defendants. 

. : 

X 

The petition of WAGNER, QUILLINAN & TENNANT, ESQS., 
respectfully states: 

1. Your petitioner is a firm of attorneys duly 
admitted to practice and practicing in the Courts of tl»o 
State of Now York and in this Court. Your petitioner 
j maintains offices for the practice of law at 350 Fifth Avenue 
New York, New York. The partners of said firm at the present 
time are Robert F. Wagner, Francis J. Ouillii an and Edwin 
A. Tennant, Jr. An affidavit of Francis j. Quillinan setting 
forth the qualifications of your petitioner is annexed hereto 
as Exhibit C and made a part hereof. 

2. Your petitioner was retained by I. Alan Harris 
and Joseph C. Hogan, the duly appointed receivers of the asse s 
of Tilney & Company and Frederick Tilncy on or about January 
28, 1068 pursuant to the authorir.ation contained in the ConsoL 
Judgment of this Court dated December 13, 1967 which was duly 
entered in the above entitled action. 

3. This is an applic.ation for an allowance of 
compensation for neHtioner 's aervlres rondorod and expenses 

1. 











incurred from jamiarv ?0 Jnr.n i 

y . J.9G(l throuyh January 15, 1970 in 

acting in the capacitv of 

Pacity of attoinoys tor said corcccivcrs in 

the above entitled action. 

4. 1. 1069 p. „o„i,oh, „h„, 

I until that aata van aaaoclatad with pout petitioner, heoawe 
asaociate. with another lira,. Beeauae of hia eloae fa.ili.rit. 
with the haokoround and facta of thi. proeecdino and hia 
Unowlodoe and experience in wattera of thia kind it wa. the 
|lud„.ent of pour petitioner and of the receivera that, in 
order to inaure a contlnaitp of leial representation and to ■ 
avoid the increaae in ti.« and expen.e involved in a chan,e of 
individual attornepa, „r, Benisch should continue to act a. 
•ttornep for the receivera on an of coun.el haai. with pour 
petitioner. Conaequontlp, since .aid date Mr. Benisch ha, 

P osonted the rocoivers as of counsel to your petitioner, 
teeordlngly, for purpo.e. of thi, application the firm of 
-agner, Ouillinan a Tonnant and Robert G. Benl.ch, B„. are 
.erelnafter collectivelp referred to as the -petitioner-. 

5. Attached hereto as Exhibit -A- and made a pirt 
ereof is a detailed atatc.ent taken fro. actual time record, 
f "eaars. Franci, d. Quillinan. Robert F. „ag„er, Robert 
• Benisch, da.ea F. Murphp, dr. and Walter d. hlggine. dr. 

■ttin, forth,in capsule form, the numerous matters dealt with 
.d the time spent thereon bp your petitioner for the period 
nuarp 29, 196, through danuarp 15 , 19 , 0 . 

6 . Attached hereto as Exhibit -u- and made a part 
hereof is a statement of the expenses incurred and dlsburse- 
Ut. suide bp pour petitioner in connection with this receiver. 
Nhlp for the period covered by this application. 

4. The following is a brief ousmary of tho extenaite 
aervicea rendered by your petitioner in aotin, a, attorneys fl 
the recoivors in this action: | 





Initial Fimiliarination 


Upon your petitioner's retention as counsel for the 


receivers it was necessary for your petitioner to become fully 


familiar with the facts and circumstances leading up to the 


entry of the above mentioned consent judgment. To this end. 


numerous hours were spent in conferring with the receivers. 


their accountants and Mr. Tilncy and in examining voluminous 


background reports, correspondence and memoranda taken from 


the files of Tilney & Company and the Securities and Exchange 


ommission. 


At the direction of the receivers your petitioner 


prepared and mailed to all knwn creditors and customers of 


Frederick Tilney and Tilncy & Company a notice advising said 


creditors and customers of the existence of this receivership. 


the", provisions of the above mentioned consent judgment of this 


Court and of the appointment of the receivers. 


The threshold problem facing the receivers, their 


accountants and counsel was the establishment of the assets 


and liabilities of Tilncy & Company and Mr. Tilncy. Because 


of' the involved and complicated nature of the transactions of 


Tilney & Company going back several years prior to the receive 


ship, it was necessary for your petitioner to spend many hours 


in examining and determining the legal effect of many of these 


transactions and ascertaining their impact on the asset-liabil 


ity picture of Tilncy & Company. Of particular import in this 


regard was the interrelationship between Tilncy & Co.upany and 


[certain other corporate entities fotmed and controlled by 


iMr. Tilney. It was deemed essential because of this intor- 


:ompany relationship and the fact that at least one of these 


controlled corporations v;a8 indebted to Tilncy & Company in 
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Among the assets listed by Tilnev *, r 
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• Raymond Kenney & Co. | 

•nd thoronghli, rnnonmni the n.tt.r 

^ matter your petitioner 

a conference with the princioal, or n 

^ Raymond Kenney & 

- . in an attempt to arrange for th« oi. 

. .. ■ payment of this obliga- 

on 'Without the necessity of formal , 

.oweJ "otion. Mr. Kenney 

""er. was adamant in his denial of any liabilit 
i ^ liability under the 

nt venture arrangement and refused to mav 
• • od to make any reimburse- 

account of the loss sustained. Consequently, on 
P"Ulo„.t __ 
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Court, ticw York County, against D. Raymond Kenney & Co. Cor 
the recovery of $107,015.49, representing one-half of the loss 
sustained by the joint venture. Thereafter, upon issue being 
joined, your petitioner moved said court for an order granting 
summary judgment in favor of the receivers and submitted a 
lengthy affidavit, reply affidavit and memorandum of law in 
support of said motion. During the preparation of said motion 
papers your petitioner held many conferences with Mr. Tilney, 
his assistant and his accountant, f.or the purpose of obtaining 
the necessary background information and evidence pertaining 
to this matter. 

Said Court thereafter decided said motion in favor 
of the receivers and an order granting plaintiffs' motion for 
summary judgment in the amount of $107,815.49 plus interest 
was entered with the clerk of said Court on July 2, 1968. 

Upon the entry of a judgment based upon said order 
and the expiration of the time for appeal therefrom, your 
petitioner sot about the collection of said judgment. Several 
conferences wore held with Mr. Kenney, his attorney and the 
receivers with respect to the ability of Mr. Kenney to satisfy 
said judgment. Conferences were also had with Mr. Tilney at 
-hich he expressed his ideas on how said judgment should be 
satisfied. In order to analyze Mr. Kenney's financial position 
and to verify his claimed inability to satisfy said judgment 
in full within a reasonable time, your petitioners obtained 
from Mr. Kenney a verified statement of his net worth and 
explored the possibility of his making periodic payments on 
aaid judg-, nt. An examination of this statement disclosed 
ihat Mr. Kenney was. in fact, in a serious financial position 

' ■ 5. 

Il . 
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I with this jufUjr.,ent outst.mdiiuj and w.is clearly unable to oven 
substantially satisfy same out of his current assets, m 
addition, at the instance of the Securities and Kxchange 
I commission. Mr. Kenney had discontinued all business operationi 
as a broker-dealer until such time as he was in compliance wit 
|tho Commission’s Rule 15C 3-1 (net capital rule). 

Finally, after e.xtensive negotiations by the receive 
and your pctitioner.Mr. Kenney proposed that if the amount of 
the judgment were compromised he would attempt to borrow, fund 
sufficient to pay the compromised amount. Further negotiation 
were had as to the amount of the reduction and it was agreed 
by the receivers and Mr, Kenney that the judgment would be 
settled by the immediate cash payment of $85,000 to the 
receivers. it was doomed necessary at this point to apply for 
and obtain the approval of this court with respect to this 
settlement due to the fact that Mr. Tilney objected to any 
settlement of said judgment in a reduced amount. 

Accordingly, your petitioner prepared an application 
to this Court for authority to settle the judgment on the abov 
terms and attended a hearing before this Court at which time 
the matter was fully discussed and both sides were heard. An 
order based on the Court’s decision authorizing said settle- 
ment was thereafter prepared and entered. 

In obtaining summary judgment in the above action 
and recovering the sum of $85,000 without the necessity of a 
long and costly trial on the merits your petitioner was 
required to spend a very substantial number of hours in legal 
research (with particular reference to Rule 15C 3-1 of the 
Securities and Exchange Commission), preparation of papers 

and memoranda, conferences with various parties and attendance 
in court on several occasions. 
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Alas:V..Tn Rcnl Property 

One of the assets contained in the estate of 
Frederick Tilnoy was a partial interest in a parcel of real 
property located in Anchorage, Alaska, 

During May of 19C0 your petitioner was contacted by 
a representative of the State of Alaska, Department of High¬ 
ways in connection with the granting by the ov/ners of said 

I 

property of an casement to the State of Alaska. After 
communicating with said Department of Highways on several 
occasions, your petitioner reviewed and submitted for the 
receivers' consideration the final proposal of the State in 
connection with the granting of said easement. 

Shortly thereafter the receivers were notified that 
said real property was to be sold at public auction by Alaska 
Title Guaranty Company as Trustee of a Deed of Trust for the 
benefit of Metropolitan Mortgage & Securities Co., Inc. due to 
the fact that the owners of said property were in default on 
the payments pursuant to said Deed of Trust, 

Your petitioner thoroughly reviewed the provisions 
of the said Deed of Trust and the statement prepared by Mr. 
Tilney indicating the payments made pursuant thereto. Upon 
such review, it was apparent that the paynents under said 
Deed of Trust wore, in fact, in arrears and that upon such 
forclosure sale the proceeds of said sale would be used to 
satisfy all amounts due the said Metropolitan Mortgage & 
Securities Co., Inc. under said Deed of Trust. 

Your petitioner corresponded on several occasions 
<)ith the co-oivncrs of the property in an attempt to pursuado 
Lhcm to make the payments due under the Deed of Trust thereby 
ivoiding the contemplated foreclosure sale. All attempts in 
-his regard proved unsuccessful. 

7. 
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During the brief period prior to s:»id oilo the 
receivers were advised by Mr. Tilney and others that this 
property might have a value substantially in exces.j of the 
unpaid balance owing under said Deed of Trust. It was there¬ 
fore deemed advisable for the receivers to buy in said propert r 
at the lo'west possible bid at said auction sale for the purpos! 
of protecting a possible equity in said property. 

At the request of the receivers your petitioner 
arranged, through local counsel in Anchorage, for the purchase 
of said property at the forclosure sale and for the transfer 
of. necessary funds for said purchase. Thereafter, your 
petitioners reviewed the deed transferring title to said 
property to the receivers and arranged for the proper recordinj 
thereof and for the payment of the expenses incidental to the 
auction sale. 

Your petitioner communicated with several real 

I 

estate brokers in the Anchorage area in connection with obtain 
ing a buyer for said property. In this regard, your petitioner 
has recently received a purchase offer through one of said 
brokers, the terms of which have been the subject of several 
discussions with the receiver. 

A resulting counter-offer calling for a purchase 
price substantially greater than the price paid at the 
fdreclosure sale has been wade to said broker which, if 
acceptable to the prospective buyer, will bo presented to this 
Court for approval. 

The City of Nome Action 

Prior to the coinmcncemont of the receivership, Tilney 
& Company had onteved into an agreement with the City of Nome 
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unOurwrite or purchase a certain issue of the City's 
revenue bonds. Duo to various factors Tilney & Company was 

jnable to carry out its obliyation under said underwriting 

! ■ * ' 

agreement and, consequently, v/as forced to default on said 
[agreement. 

Your petitioner spent many hours examining the 
rilney & Company files in connection with this matter and had 
several conferences with the receivers and Mr. Tilney with 
respect to the possible liability of Tilney & Company due to 
its default on said agreement and any possible counterclaims 
[<fhich might be raised in an action based upon said default. 

Your petitioners also corresponded and conferred wit;| 
co-counsel for the City of Nome in an attempt to arrange a 
settlement of this matter witliout the necessity of legal actiorj. 
Such negotiations proved unsuccessful and, on or about .^ugust 
5, 1968, the City of Nome commenced an action in the Superior 
^ourt for the State of Alaska, Second Judicial District, again 
Tilney & Company, Frederick Tilney, Dorothy M. Tilney, the 
receivers and Governmental Statistical Corporation alleging 
damages to the City in the total amount of $4,000,000. as a 
result of the breach by Tilney & Company of the above undcr- 
«»riting agreement. Of the above amount, $2,000,000 was de¬ 
manded as damages against Tilney & Company and Frederick Tilnc 
^ The advent of this action posed an almost insurmount 
able problem to the receivers in their administration of the 
estates herein. A total roadblock had been created in that no 
distribution to creditors could be made while a potential lia¬ 
bility of $2,000,000 ovcrshnd&v;cd the estate. After several 
conferences on the matter, it was decided that the defense of 
this action and steps toward an eventual settlement thereof 
should receive top priority from your petitioner. 

9. 
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Iiuuiiuy Ufioiri.- tins tourt OL Which time all ar.ofclui of I 

Accordinyly, in pri'iurition for the dcfcnso of this 
action, your petitioner spent many additional hours reviewing 
files and correspondence, conferring with Mr. Tilney, the 
receivers, this "Tourt, counsel for the City of Nome and local 
counsel retained in Anchorage. 

At this point the receivers considered it necessary 
that one of them,with counsel, proceed to Anchorage, Alaska 
for the purposes of providing for the defense of this action 
and attending to the multitude of receivership matters which 
had accumulated and which could not be adequately handled by 
telephone or correspondence from New York. Accordingly, your 
petitioner on behalf of the receivers, applied to this Court 
for authorization for Mr. Harris and Mr. Benisch to travel to 
Alaska. At a hearing before this Court such authorization was 
granted and an order to such effect was prepared and entered 
herein. 

In preparation for said visit to Anchorage your 
petitioner sent letters to various parties for the purpose of 
arranging appointments for Mr. Benisch and Mr. Harris to 
discuss receivership problems. 

Thereafter, on August 18, 1968 Mr. Benisch traveled 

to Anchorage, Alaska where he joined Mr. Harris. While in 

\nchorage, Mr. Benisch, together with Mr. Harris,conferred at 

Longth with Roger Cremo, the attorney for the City of Nome, 

•Ir. Benisch and Mr. Iharris also conferred on several occasions 

i/ith the Hon, Marvin S. Frankel, United States Attorney for 

;ho District of Alaska, and,in Mr, Frankol's presence, mot witl 

several customers of Tilney & Company for the purpose of 

informing them of the various problems of the receivership 

md the present status with respect to anticipated payment to 

10 . 
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cuitomcrs and creditors. While in Anchorage Mr. Denicch also 
conCerred with Don Burr, local counsel retained by the receiver's 
in connection with the defense of the City of Nome action and 
several other legal matters concerning the receivership. Mr. 
Bcnisch also participated with Mr. Harris at several confer¬ 
ences held with a representative of Forster & Marshal, a 
brokerage firm, and with representatives of various banking 
institutions for the purpose of discussing and negotiating the 
possible sale of blocks of stock of said banks held by the 
receivers (it should be noted that a substantial portion of 
the Alaskan bank stocks for which the receivers had been 
unable to obtain a fair bid or any bid at all). 

Mr. Benisch, together with Mr. Harris, attended the 
stockholders' meeting of the Alaska State Bank, a substantial 
block of shares of which wu^e held by the receivers. Both 
Mr. Benisch and Mr. Harris also had several conferences with 
officers of City Commerce Corporation for the purpose of 
attempting to obtain an adequate price for the debentures and 
common stock of said corporation held by the receivers and for 
the purpose of arranging for the closing of the Anchorage 
office rented by Tilncy & Company from City Commerce Corpor¬ 
ation. Mr. Benisch and Mr. Harris spent several hours sorting 
and examining the various files, records and papers of Tilnoy 
& Company located in said Anchorage office. After thorough 
examination, the important contents of said office were 
segregated for packing, and arrangements were made for the 
shipment of same to New York and for the disposal of the 
unimportant material. 

Mr. Benisch and Mr. Harris also visited the site of 

11 . 
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the rou] property just outside Anchorage and mot with various 
real estate brokers in connection with placing the above 
mentioned Anchorage real property on the market. 

In all, during his days^ in Anchorage, Mr. Bcnisch 
spent between 10 and 11 hours a day in the conduct of receiver 
ship matters. This time plus two day's travel time to and 
from Anchorage has been noted at the foot of petitioner's 
time schedules annexed hereto and should bo added to the total 
time spent by petitioner herein. 

Report to Creditors 

Upon returning from Alaska the most pressing problem 
facing your petitioner was the necessity of communicating to 
the various customers and creditors the status of the receiver 
ship to date, i.e.; cash on hand, assets remaining for 
liquidation and the existence of the Nome action which had 
placed a tremendous stumbling block in the path towards final 
listribution. The necessity of such a communication had been 
jxpressed by the Securities and Exchange Commission, this 
.ourt, Mr. Frankel and many of the customers themselves. 

In this regard, your petitioner, in concert with 
-he receivers and their accountants, spent many hours in 
preparing a comprehensive and detailed report to creditors 
indicating the progress of the liquidation of assets and 
including the most recent financial data. Your petitioner alee 
Irafted a form of Proof of Claim for use by creditors in filir.c 
;hoir claims with the receivers. Thereafter your petitioners 
arranged for the reproduction and mailing of said report and 
<roof^of claim to all customers and creditors. 
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Your i-otitioiiors also prepared and caused to he 
published in several nev;apapers a notice to creditors addres:,'.' 
to those creditors who, for varic \3 reasons, had not received 
the report and proof of claim, informing thorn of the existence 
fo the receivership and the necessity Cor them to contact the 
receivers for the purpose of filing their proofs of claim 
10 rein. 

The Tinker National Dank Claim 
One of the largest creditors of the receivership 
estate is Tinker National Bank (now Marino Midland-Tinker 
pTational Bank), which has an outstanding loan to Mr. Tilney 
in excess of $98,000 plus accrued interest of approximately 
? 11 , 000 . 

I 

In order to acquire additional collateral for said 
loan Tinker approached the receivers and your petitioner with 
several proposals, the substance of which were that in return 
Cor the transfer of title to, or a security interest in, corta: 
L-eal property valued at less than $98,000, Tinker would waive 
1 corresponding amount of its aforesaid claim against the 
receivership estates. Your petitioner and the receivers had 
icveral conferences with representatives of Tinker and Mr. 
rilnoy in connection with the acceptability of these proposals 
Thereafter, your petitioners prepared and filed, on notice to 
parties, an application to this Court basod upon one of 
such proposals and attended a hearing before this Court on 
such application. The Court, in its judgment, deemed the 
/aluo ascribed to the real property in question, which was to 
>s transferred to Tinker, to be too low and thereafter nego- 
.iations on a modified proposal were entered into with Tinker. 

13. 
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Those negotiations with Tinker have been conducted 
under the belief by the receiver and your petitioner that if 
the Tinker liability of over $98,000 could be removed in 
exchange for the conveyance to Tinker, of an asset with an 
appraised value loss than the amount of said liability or, in 
exchange for the conveyance to Tinker of an asset not solely 
owned by Frederick Tilncy or Tilncy & Company, the receiver¬ 
ship estate would benefit greatly thereby. Throughout all of 
such negotiations both the receiver and your petitioner have 
been keenly aware that any such arrangement must not adversely 
[affect other creditors' claims. 

In an attempt to expedite the winding up of the 
receivership, the receiver and your petitioner also made a 
proposal of their own to Tinker calling for a loan from Tinker 
of sufficient funds with which to wind up this proceeding with 
a 100% pay-out to all creditors. 

In this regard, your petitioner reviewed the present 
asset and liability status of the receivership, formulated a 
detailed loan proposal and met with reprenentatives of Tinker 
at its offices at East Setaukot, Long Island for the purpose 
of discussing same. 

lengthy negotiation and discussion Tinker 
declined to accept said loan proposal stating that it would 
prefer to submit a modified proposal along the lines of its 
previous proposal described above. 

Thereafter your petitioner was called upon on sev¬ 
eral occasions to discuss the merits of and give legal opinion 
-ith respect to a modified proposal which the receiver and 
rinker were in the process of working out. 






Your petitioner rcviev/cO all aepocts of the written 

I .nodified proposal of Tinker and, on December 30, 1969, attende 
at a hearing before this Court called for the purpose of dis¬ 
cussing the merits of Tinker's modified proposal and the pos¬ 
sible acceptance thereof. Since said hearing your petitioner 
has conferred on several occasions with the representative of 
the S. E. C. with respect to the public's position should said 
proposal be accepted. ’ 

The hearing on said proposal has been adjourned 
lending the recommendations of the S. E. C. 

The Michaels Obligation 

Your petitioner, for the purpose of collecting an 

mtstanding obligation owing to Frederick Tilney, commenced 

in action in the Civil Court of the city of New York County of 

tew York against Richard J. Michaels. In connection with this 

ction your petitioner reviewed the facts with Mr. Tilney,pre- 

ared a Notice of Motion for Summary Judgment in Lieu of 

omplaint and affidavit in support thereof and arranged for 

ervice of said process on Richard J. Michaels. 

After discussions with the attorney for defendant 

ad Mr. Tilney your petitioner arranged for the settlement 

f said action on the basis of a cash payment In the full 

nount of the claim to the receivership estate. 

- The Governmental Statistical 

_ Corporation Debt _ 

An examination of the books and records of Tilney & 

xnpany indicated that said partnership was a creditor of 

ivcrnmontal Statistical Corporation (a corporation formed 
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md c.«„u.oU„d I,, ..odci.. „xdc.« 'o£ oxo^- 

J5C30.000, ..id liiMUty ,x,i,„ .„id.„..d by v.ilo.. 
inotos and other cortlficatoa o£ Indcblodnosa. 

h further oxa,.,i„„t,o„, to the oxtont poatlblo. „£ 
|tha otsets and liabiution of Govor„a,o„tal stati.tu.l 
-orporatlon (horain.ftor reforrod to as -o.s.c.-) indicated 
that althouph said corporation 1. totally i„s„i„„c rhor. are 
assets havinp a value which Might bo sold in partial ,atl. 
taction Of G.S.C..S obligation to Tilney . coMpany. „r. Tim. 
a. president of G.s.c., refused to liguidate or turn over any 
asset, of G.d.c. in partial payMent of the aforesaid oblige- 
accordingly, your petitioner commenced an action in 
the supreme court of the County of Pew „rk by service upon 
■S.c. Of a Potice of Motion for Summary dudghent in Lieu of 
^■-"Plaint and supporting affidavit. Subsequent to said s.rvlc 
t proc... Mr. Tilney agreed to sign a confession of Judgment 
« behalf Of c.s.c. Which confession was prepared and filed by 

■our potitioners in th. office of the Court clerk of Pa.s.u 
ounty. 

Open filing said confession of judgment your peti- 

loner prepared and served on the sheriff of Pa.e.u County an 

)xecution and commenced supplemental proceeding, ag.ln.t c.s c 

or th. purpose of collecting whatever amount pos.lble on said 

nagmsnt. Various restraining notice, and inform.tion subpoen 

■ere prepared and served upon parties who might pos.lbly be in 

T come into possession of money or property belonging to c.s. 

■a a result of these restraining notices, your petitioner 

■htalned for the estate approximately 53,580 representing th. 

’Blanco of tho prococ-tla of a certain ceca ^ 

ertaxn condemnation award to 

S.C. from tho State of Now YorV. 
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An examination of tlio records of Tilncy & Company 
indicate that there is on deposit at Long Island National Dank 
some $33,000 belonging to Tilney & Company which is being held 
by said bonk to secure a loan of G.S.C. In addition, said 
bank is holding as additional security certain other assets 
belonging to Frederick Tilney and/or Dorothy Tilney and G.S.C. 

Your petitioner spent several hours researching the 
legal steps available to force the liquidation of said bank 
loan by sale of collateral and the remittance to the receiver 
of the balance of the collateral after the payments of the 
bank's loan. At the present time, your petitioner is proceed¬ 
ing with the necessary steps to accomplish the foregoing as 
well as executing on other properties of G.S.C. in an attempt 
to satisfy said judgment insofar as possible. 

Claims of the Tilney Children 

Included in the liabilities of Frederick Tilney was 
the amount of $145,360.68 alleged by Mr. Tilney as owing to 
his three infant children. Said liability was based on the 
amount of certain promissory notec, money in bank accounts 
and the value of certain stocks alledgedly owing by Mr. Tilncy 
to his three children. 

Your petitioners had several discussions with the 
receivers and Mr. and Mrs. Tilney concerning the nature of the 
=hildrens' claims and the advisability of having a Guardian ad 
[.item appointed for the purpose of representing said infants' 
interests in this proceeding. 

Thereafter, your petitioners prepared and filed with 
:his Court a petition on behalf of the receiver requesting 
;hat this Court appoint a Guardian ad Litem to represent said 
Infants herein and that the Court order that the claims of 
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said infants basicd on the promissory notes of I'rcdorick Tilncy 
be expunged. 

Your petitioners attended the hearing before this 
Court on the above petition and participated in an examination 
of a guardian which at Mr. Tilney's instance, had been appointed' 
by the Surrogate's Court of Nassau County to represent his 
children herein. 

Thereafter, at the direction of this Court, your 
petitioners prepared an order rejecting said guardian and 
providing for the appointment of a Guardian ad Litem to be 
designated by the Court. 

Your petitioners then met with Arnold Bauman, Esq., 
the designated Guardian, and provided him with background 
information concerning the alleged liability to the children 
and with copies of all relevant papers in connection with 
the matter. - 

Upon receiving and examining the proofs of claim 
filed on behalf of said children by said Guardian, your 
petitioners became aware of the fact that a portion of the 
total amount of said claims as filed was based upon a claim fo: 
certain funds deposited in "Totten Trust" savings accounts by 
Mr. Tilney. Your petitioners thoroughly researched the 
applicable law and, based upon their findings, took the posi¬ 
tion that said funds at the time of their disbursement were 
the' property of Frederick Tilney and that, accordingly, said 
children had no legal claim to said funds. Accordingly, your 
petitioner prepared, filed and served a supplemental petition 
.-nd order to shw cause, praying that this Court expunge the 
claims of said children as filed by said Guardian. In support 
of the receiver's position in this matter, your petitioners 


prepared and submitted two Memoranda of Law sotting foj^h the 



applicable case law of the State of New York. 

Your petitioners then attended at the hearing befor«| 

this Court on September 23, 1969, at which time the Guardian 

presented evidence and testimony was given in support of the 

( 

childrens' claims. Said hearing has been adjourned to permit 
the Guardian time to obtain additional records in support of 
the childrens' claims. Your petitioners have studied the 
Memorandum of Law submitted by the guardian, the transcript 
of the Guardian's interrogation of Mr. Tilney taken prior to 
the hearing and the transcript of the testimony given by Mr. 
Tilnoy at the hearing in preparation for thi continuation of 
said hearing. As of the date of this application, this matte^ 
is pending an adjudication by the Court. 

Sale of the Vfaddington Bank Stock 
At a hearing on June 26, 1969, this Court, acting 
on the basis of discussions had at that and previous hearings 
and the recommendation of the Securities and Exchange Com¬ 
mission ("S.E.C."), directed the receivers to attempt to 
effect a rescission of the sale of 787,251 shares of stock of 
the Waddington Dank which had previously been sold by the 
receivers. 

Thereafter your petitioners discussed with Mr. 
Harris and this Court the manner in which said rescission 
should take place and what steps should be taken to sell 

•» 

said shares of stock upon their return to the receiver. 

At a subsequent hearing before this Court attended 
by your petitioner on July 16, 1969, the various parties and 
the Court concluded that said shares should be offered for 
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sale at public auction. In order to implement this procedure 

your petitioners met with the receiver and a representative 

of Underwriters Salvage Co. of New YorTc. a firm with broad 

experience in the liquidation of assets, for the purpose of 

diBCUoalng tho boot and moat effective method of advertioing ■ 

the comtemplated auction sale in order to obtain the highest 

price possible for said shares. Your petitioners also had 

several discussions with the receiver, Mr. Tilney and the 

9 

S.E.C. in this regard. 

f'. Your petitioners then drafted forms of advertisemeni 

terfns of sale, notice of sale, a petition to this Court and 
an order authorizing the sale of said shares at public auctioi 
pursuant to the proceedure set forth in said petition. Your 
^titioners also communicated with the appropriate State and 
Federal governmental agencies and solicited their acquiescenc< 
in said auction sale. 

Your petitioners spent many additional hours in 
discussions with Mr. Tilney concerning the form of this sale . 
and in reviewing and discussing various descriptive adverti¬ 
sing material proffered by him. 

Your petitioners attended the auction sale held 
before this Court on September 24, 1969 and prepared and had 
executed by the buyer at said sale a memorandum of sale 
evidencing said buyer's agreement to pay the purchase price 
as provided by the terms of sale. 

Claims By Other Tilney Interests 


r 







Dorothy M, Tilney individually, Tilney & Company, Inc., and 
Dorothy M. Tilney as legal guardian for Kathleen Call Tilney 
Dorothy C. Tilney and Frederick Tilney, Jr. filed formal 
proofs of claim against the rcccivc^rship estate in the aggre 
gate,amount of $271,919.65. 

Upon receiving copies of said claims your petition 
examined the contents of each and the supporting papers sub- 

4 *. 

mitted therewith. Such supporting documentation for said 
claims was so vague and incomplete that, upon consulting wit 
the receiver, it was decided that an application should be 
made to this Court for an order expunging said claims. Acco 
ingly, your petitioner prepared a petition and order to show 
cause for the purpose of bringing such application on before 
the Court. 

Due to the complete lack of adequate supporting 
documentation for said claims, it became necessary for your 
petitioner to conduct oral examinations of the respective 
claimants in an attempt to acertain the factual background c 
such claims and what, if any, records or other documentation 
claimants would produce on the return of the above motion to 
expunge. 

Accordingly, on December 22, 1969 your petitioner, 
pursuant to formal notice, conducted an oral examination of 
claimants Dorothy M. Tilney and Tilney & Company, Inc., by 
•its president Frederick Tilney, before a certified steno¬ 
graphic reporter. 

Your petitioner has carefully reviewed the tran¬ 
script of said examinations and, based upon the testimony 
given by the parties therein, it is anticipated that your 
petitioner will proceed, on behalf of the receiver, with 
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appropriate measures to obtain an order of tlie Court expunging 
said claims. 

Settlement of The City of Nome Action 
As stated above, Mr. Dcnisch and Mr. Harris while 
in Anchorage, spent several liours with Mr. Cremo, the attorney 
for the City of Nome, discussing the facts and merits of the 
City's action against Tilney & Company and Frederick Tilney. 

In the course of said discussion it v^as pointed out to Mr. 
Cremo that Governmental Statistical Corporation ("G.S.C.") had 
sn existing claim in the amount of $22,000 against the City fo: 
certain fiscal advisory services theretofore rendered by G.S.C 
to the City. 

After negotiations back and forth it was finally 
suggested by Mr. Benisch that, if the requisite approvals coul< 
3€ obtained, the City's action might be settled on the basis 
cf G.S.C. waiving its claim for fiscal advisory services in 
return for which the City would discontinue its action. Mr. 
:remo's position was that he could not settle the action un¬ 
less the City received a payment of at least $20,000 in addi- 
:ion to this waiver by G.S.C. 

The matter was thereupon left in the hands of local 
:oun8el who had been retained by the receivers to represent 
:he defendants Frederick Tilney and Tilney & Company. 

Upon returning to New York, your petitioner discusser 
/fth Mr. Tilney and the receivers the possibility of G.S.C. 
waiving its claim against the City as a first step toward 
> 08 sible settlement. At that time, Mr. Tilney. on behalf of 
5.S.C., was adament in his refusal to compromise said claim in 
my’fashion. 

By this point local counsel in Anchorage had filed 

in answer and counterclaim against the City which counterclaim 
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allc^iod non-paymcni; of the above fee and dawayca to G.S.C. in 
the amount of §500,000. 

‘ Thereafter, Mr. Tilney, at his own expense, travellcl 

to Anchoraye for the expressed purpose of attending to some 
business matters. Upon his return he presented to the re¬ 
ceivers a settlement proposal wliich he had tentatively worked 
out with Mr. Cremo. The terms of this proposal were reviewed 
by your petitioner and discussions thereon were had with Mr. 
Tilney and the receivers. After certain modifications of said 
proposal, it was agreed by all parties concerned, including 
local counsel, that, subject to the approval of this Court, th* 
receivership would pay to the City the sum of §20,000 and 
G.S.C. would waive its claim against the City in return for 
a credit from the receivership of §44,000 as against the obli¬ 
gation owing by G.S.C. to Tilney & Company (such amounts to 
be credited against certain notes of G.S.C. enjoying the 
least seniority in right of payment). This credit of §44,000 
^as agreed to by the receivers in view of the fact that while 
Tilney & Company held over §600,000 of G.S.C. notes, the 
books of G.S.C. indicated conclusively’that there was no 
expectation of collecting anywhere near said sum in the fore¬ 
seeable future. Consequently, it was of small import that the 
receivership was to, in effect, forgive §44,000 of the total 
debt of G.S.C. On the basis of the above, the City would dis¬ 
continue its action and deliver to the receivers a general 
release running to Tilney & Company, Frederick Tilney and the 
receivers. 

Your petitioners thereupon prepared a petition to 
-his Court for authorization to settle the action pursuant 
to the above proposal. Thereafter, your petitioner attended 
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at the l.onriiig before this Court oL which time all aspects of 
the settlement proposal were fully discussed. Your petitioner 
then prepared an order authorizing said settlement and sub¬ 
mitted the same for signature by the Court. 

After receiving the Court's approval, your petitionei 
prepared and forwarded to local counsel in Anchorage a form 
of general release for signature by the City of Nome and 
arranged for the requisite discontinuance papers to be filed 
vith the Superior Court For The State of Alaska. 

The settlement of this action removed from the 
receivership the spectre of protracted legal proceedings 
involving many thousands of dollars of expense and the lengthy 
ielay of a trial and appeal, not to mention the potential 
iamage liability which might have been found by an Alaskan 
:ourt on the City's claim. It is the unanimous opinion of all 
concerned that such settlement was an indispensable step in 
the process of carrying out the purposes of this'receivership. 

In connection with this settlement your petitioner 
spent countless hours in negotiating with the respective partic s 
3 n both sides, in formulating the method of settlement and in 
attending to the mechanics of putting said settlement into 


jffect. 


8 . In the foregoing narration your petitioner has 
lealt with only one aspect of its duties and efforts as 
ittorrtoys for the receivers in this matter. In addition to 
-hose matters set forth above your petitioner has (a) written 
>nd sent over 60 letters in response to letters of inquiry 
received from customers and‘commercial creditors; (b) partici- 
jated in numerous conferences with the receivers and Mr. 

'ilncy: (c) spent countless hours on the telephone with Mr. 
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Tiln.jy nnd other intoro;;Locl iKirtios- i ^ 

, i (U) fittcndod nuinoroua 

before Chi. court i„ counoctioh vith rocolvor.hip 

buui,.c,»; (.1 3„t.,ictca variou, potitiou., aifi- 

davits, orders to shot, cause, .o„ora„da o£ lav, .„d („ 

csa,»i„od aad taken action vith respect to various reports, 
appraisals, corrospondonco and other material. As of 
danuarp 15, 1,70 the total recorded tls.e spent hp petitioner 
amount. to713-V4 hoits asreflected in the annexed time sheets 
the contents of vhich have been extracted diroctlp from 
petitioners diaries and time records. i„ addition to said 
hour.._ pour petitioner as stated above, spent OV days inclu¬ 
sive of travellin, time on receivership business in Anchoraoe, 

I Alaska. 

5. Based upon the above facts and the annexed 
statements of service, rendered and expenditures made on 
behalf of the receivership estates, pour petitioner seeks an 
allovance of „5,650.00 for services rendered for the period 
danuarp 78, 1%8 three,,h canuerp 15, 1,70 and the amount 

of 51,350.13 as and for its disbursements and expenses for 
said period. 

At the conclusion of this prooo.dln, an application 
sill bo mado bp pour potltionor for a furthor allovanco of 
compensation for sorvlce. rendorod subsoquont to Januarp 15 . 1 , 
10. Pour petitioner b.ts made no previous applica¬ 
tion for an allovance herein „or has It received any prior 
componsation or roimbursemont for expenses heroin. 

WHERKFORE, your petitioner praps that it bo 
moved compensation and reimbursement herein for the 
Psrlod danuarp 38 , 1558 throuqh da„„,rp 15. 15,0 i„ the 
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coinpcnnation and 


amount of $45,050.00 . as and for its 
$1,390.13 as and for its expenses for said period, said 
amounts to be paid out of the estate as part of the costs and 
expenses of administration thereof, or such other amounts 
as the Court shall deem fair and reasonable. 

Dated; New York. Noy York 
February ^^1970 


WAGNER, QUILLINAN & TENNANT 




STATE OF HEW YORK ) 

: ss. 

COUNTY OF NEW YORK ) 


tRANCIS J. QUIUI.INAM, being duly sv;orn, deposes 
and says that ho is a member of the firm of Wagner, 
Quillinan & Tennant, the Petitioner herein; that he has 
read the foregoing Petition and knows the contents thereof; 
that the same is true to his own knavledge, except as to 
the matters therein stated to bo alleged on information and 
ond that as to those matters he believes them to be^ 


true. 


Sworn to before this 





QUILLINAN^"^!/ 


1970 
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STATE or NEW YORK ) 

) 

COUNTY OF NASSAU ) 






FREDERICK TILNEY, being duly svorn, deposes and says 


That he Is a defendant-appellant in the matter of the United States 


Court of Appeals for the Second Circuit* No. 74-1693, Securities and 


Exchange Comsilssion, Plaintlff-Appellae, ra. Tilnay & Company and Frederick 


Tilney, defendants-appeHants, on appeal from Judgment of the United States F 


District Court for the Southern District of New York 


That on the 20th day of June 1975 he served one copy of the Deferred 


Joint Appendix consisting of four (4) Volumes and one (1) Exhibit on 


United States Securities and Exchange C 

26 Federal Plata 

Nev York, New York 10007 

Jeffrey Tucker, Esq., of Counsel 


ission 


Wagner, Quillinan 6 Tennant 

350 Fifth Avenue 

Nev York, New York 10001 


Attorneys for Receiver-Appell— 
Joseph C. Hogan ; , 


Shaw Bernstein Scheuer Boyden & Sarnoff 

292 Madison Avenue 

Nev York, Nev York 10017 


Attorneys for Cross-Appellamt|' 
and Appellee ; 

I. Alan Harris, Former Receiver 


by personal hand delivery against receipt, directed to said attorneys at 


the addresses listed above 


Deponent is over the age of 21 years 


Frederick Tilney 


day of June, 1975 


IftVIM S. UEICNfR 

notary public. St.,. ' 

Mo 3C.<5?JI4| 










